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FOREWORD 


Tuts volume includes the papers presented at a special conference . 
held in Philadelphia by the American Academy of Political and Social ‘ 
Science on November 6 and 7, 1931. This conference was planned be- 
cause of the conviction of the officers of the Academy that a number of 
the problems presented by the relations between the public utilities and 
the general public are among the most urgent now facing us for solution. 
During 1931, the continued business depression with its toll of unem- 
ployment and suffering, and the distress caused by financial strain in 
other parts cf the world have occupied public attention very fully. It 
has not.been hard to forget that there are many other problems before us 
only a little less important than the ones calling for immediate action. 

It was with this in mind that the conference was arranged. An exam- 
ination of the Table of Contents and a careful reading of the articles will 
show that sharply divergent points of view are presented. This was, of 
course, deliberately planned, since the Academy undertakes to present 
different points of view as fully as possible in connection with all im- 
portant public questions. Representatives of the public utility com- 
panies and their sharp critics were glad to join in discussions from 
the same platform in the hope that through a frank exchange of views 
and a comparison of factual data light would be shed on their mutual ` 
problems. 

It is the firm belief of the officers of the Academy that the meeting 
itself was a distinct aid to a better understanding of the subject and that 
the papers presented-in this volume will extend the influence of the meet- 
ing to a very wide group. 

Ernest Minor PATTERSON 


he Evils of the Holding Company ~ 


By James Cummines BonsricHr 


TING the subject of the 
‘company as the first topic 
on at its conference on 
American Academy recog- 
ital public interest in the 
American scheme of cor- 
mization by which utility 

«are financed and controlled. 
whe electrical business has 
cally regarded as an essen- 
. business, in contrast to the 
«road industry which is re- 
essentially national, the bulk 
wer industry of the country 


-_ to be dominated by from ten 


great systems of holding com- 
xme of which are now spread- 
” activities into Europe, Asia, 
th America. . 


va COMPANIES UNREGULATED 


> holding companies are not at 
recognized by the courts as 


~in themselves public utilities, 


«e result that they are only to a 
mited extent subject to regula- 
w the public service commissions 
various states. Their security 
are therefore unregulated, save 
ery limited extent and in an ex- 
ly ineffective way by those states 
1 have blue-sky law commissions 
jurisdiction over all corporate se- 
wes. Their accounts are not subject 
ae uniform accounting provisions 
‘hich the accounts of railway and 
‘ty operating companies are sub- 
Their books are not even open 
Knspection by commissions whose 
y it is to regulate the rates and the 
vices of their subsidiary compa- 
x most cases the holding companies, 
„pne of their affiliated corporations, 
/ 


r 
f 


perform many different services for 
their operating subsidiaries, including 
managerial and financial services. For 
the performance -of these services the 
holding company or the associated 
service company often makes a charge 
yielding high profits over and above 
cost of performance—profits that eat 
into the earnings of the operating sub- 
sidiaries and oblige them to charge 
higher rates than would otherwise be 
necessary in order to earn the return 
which they are permitted to earn under 
the decisions of the courts. 

The question has therefore been 
raised whether the regulation of public 
utilities by commissions can be made 
really effective as long as the great 
super-corporations that control these 
utilities remain’ almost completely un- 
regulated. This question was dis- 
cussed at length at the hearings of the 
recent special commission which New 
York State created to review the work- 
ings of its Public Service Commissions 
Law. It was answered by that com- 
mission in the negative, both the 
majority and the minority members 
expressing the opinion that the holding 


company itself, and not merely the i 


operating company, should be subject, 
to control and to an inspection of its 
accounts. The same question was 
answered in the same way by a similar 
commission created by the Common- 
wealth of Massachusetts, although the 
majority and minority reports differed 
as to the extent to which regulation of 
the holding company is feasible and 
legal at the present time. 

The Federal Trade Commission, 
acting under Congressional mandate, is 
now engaged in the most exhaustive 
study that has ever been made of elec- 
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trical holding companies, with the ob- 
ject of informing Congress to what 
extent the problem calls for Federal 
legislation. ‘Anticipating the results 
of this investigation, Senator Couzens 
has already introduced into the United 
States Senate a bill designed to'extend 
the jurisdiction of the Federal Power 
Commission so as to give it concurrent 
control with representatives of the states 
over holding companies whose oper- 
ations affect interstate transmission 
and distribution of electricity. 

With respect to steam railroads, 
which from a legal and economic point 
of view are really a type of public 
utility, the same question has been 


raised by the holding company; for, ` 


within recent years, two of the great 
railway systems of the country, the 
Pennsylvania and the Van Sweringen 
systems, have made use of the holding 
company as a device for defeating the 
provisions of the Transportation Act 
relative to control of consolidations by 
the Interstate Commerce Commission. 
And in the very different field of com- 
mercial banking, the creation of hold- 
ing companies to bring under common 
ownership and management the banks 
of widely separated communities and 
to associate these banks with other 
enterprises contrary to the intent of the 
National Banking Act, has resulted in 
a Congressional investigation and has 


“wled to the introduction of bills designed 


to outlaw the'bank holding company. 
It is not the purpose of my present 
paper to discuss the question whether 
the interests of the electrical consumer 
_ would be better served today if the 
dozen great systems that dominate 


the industry had never come into ' 


existence. This is an arguable ques- 
tion, and a forcible case could be pre- 
sented for either side. The supporters 
of the modern holding company might 
‘point to the many economies and finan- 
cial advantages of large-scale production 


and distribution under cu 
agement. The opponen 

ing company might rep 
resulted in a concentrat 
far outstepping the bot» 
mum efficiency. Or they. 
that the particular form o. 
tration, whereby a single 
the Electric Bond and Shi 
the Insull system contro, 
dotted all over the map o 
States, is far less effectiv 
point of view of efficiency 
be the formation of more ¢ 
grated systems, each of wy 
a particular geographical 
finally, they might contend 
organization of the powe 
would have resulted in the 
relatively small, independent 
ing companies, which would 
at retail, power bought at 
from large power-producing az 
transmitting companies. 

But this controversy, whate 
be its merits, does not strike at 
problem which the state leg 
and the Federal ‘Congress fac: 
Fortunately or unfortunately, t_—___ 
ing company has become an » 
part of American public utility 
prise, and the practical issue is 
its regulation rather than that 
destruction. This problem m 
divided into two questions, th 
being that of the extent of the ` 
sary supervision by the govern 
and the second being that of Fe 
versus state jurisdiction. Each of 
questions will be briefly discusse 
turn. 


EXTENT or REGULATION 


While impartial experts have , 
erally agreed that some form of reg 
tion is necessary for the hok 
company-—the public utility inter» 
themselves being almost alone in deny 
any such necessity—there is mu 
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difference of opinion as to the extent to 
which it should go. The more mod- 
erate, cautious view is that full pub- 
licity of the accounts of a holding 
company and of its affiliated service 
companies, under prescribed and uniform 
systems of accounting, is all that is de- 
sirable at the present time. Even 
many experts who doubt whether mere 
publicity will prove adequate in the end, 
advise that it be tried before more 
radical measures of control are taken. 
There is no doubt that enforced pub- 
licity under uniform accounting re- 
quirements would mark a great step in 
advance. It would permit investors 
to judge far more confidently the values 
of the securities which they are asked to 
buy. It would give to public service 
commissions material which they do not 
now possess, bearing on the fairness of 
the many transactions between a hold- 
ing company or a service company on 
the one hand and an operating subsid- 
iary on the other hand. Yet, I am con- 
vinced that a brief trial of publicity 
only would still fail to cure many of the 
erious evils to which the unregulated 
olding companies have given rise. 

One of these evils has been the helter- 
skelter formation of systems of poorly 
integrated properties in defiance of all 
principles of engineering technique and 
operating efficiency. A glance at a 
power map of almost any state, present- 
ing in different colors the properties of 
each holding-company group, would 
show that the country has been gerry- 
mandered in a way which would sur- 
prise and delight the eyes of a political 
boss. In New York State, which pre- 
sents no such extreme example as can 
be found elsewhere, the territory is 
largely divided between the Niagara 
Hudson system on the one hand and the 
Associated Gas system on the other. 
But the division is an absurd one, show- 
ing no semblance of a rational scheme of 
consolidation, such as would be devel- 


oped by a group of engineers whose 
duty it is to divide the territory so as 
to secure maximum efficiency of con- 
struction and operation.. 

As long as holding companies are 
free to bid against each other for the 
control of any and all properties that 
they desire to bring under their wings, 
a rational planning of the public utility 
map of this country is out of the ques- 
tion. In this respect, the laws govern- 
ing the electrical utilities are meeting 
the same difficulties that are now being 
faced by Congress with respect to the 
consolidation of steam railroads. The 
whole force of the consolidation clauses 
in the Transportation Act of 1920, 
which are designed to encourage that 
type of railway combination which is in 
the public interest, is likely to be de- 
feated unless Congress takes action to 
prevent unauthorized combinations by 
means of railway holding companies. 
Unfortunately, the state legislatures 
have been far slower than has Congress 
in recognizing this aspect of the holding- 
company problem. 


CHARGES TO OPERATING COMPANIES 


Another evil of the unregulated hold- 
ing company, which could only partially 
be cured by enforced publicity, is that 
of the service charge. Utility operating 
companies are entitled under the law to 
charge such rates as will yield them a 
fair return over and above their legiti” 
mate expenses of operation. If the re- 
turn exceeds a fair amount, the public 
service commission has the power and 
the duty to insist that the rates be re- 
duced to a point where they yield no 
more than a fair profit. But among the 
operating expenses that must be de- 
ducted before the profits of the utility 
company are computed, there are many 
outlays representing transactions be- 
tween the operating company and the 
very holding company that controls its 
management. If the management of 
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the operating company were truly inde- 
pendent, it might be expected to make 
every possible effort to reduce its oper- 
ating expenses to the minimum. But 
the management is not independent, 
and its negotiations with the holding 
company, or with some affiliated cor- 
poration, as to the price which it shall 
pay for managerial and financial serv- 
ices, for raw materials, and for other 
things which it buys, are not made at 
arm’s length. Indeed, the holding 
company is under every inducement to 
charge a high price for the services and 
the commodities which it sells to its 
subsidiaries, especially so where a lower 
charge would magnify the apparent net 
earnings of the operating company 
and might subject it to a reduction of its 
rates. 

It is true that, even under our present 
law, a commission may refuse to recog- 
nize excessive operating expenses when 
it has evidence sufficient to convince a 
court that these expenses are padded. 
But evidence suficient to convince a 
court, with its tendency to give the ben- 
efit of the doubt to the management, is 
extremely difficult to secure, especially 
with respect to services such as manage- 
ment charges, the fairness of which can- 
not be tested by reference to current 
market values. In my opinion, the 
whole practice by which a public utility 
system trades with itself through profit- 
ible transactions between the holding 
company and its subsidiaries, is funda- 
mentally vicious. Its persistence for 
many years, and its defense by the 
great majority of present-day execu- 
tives, are not a high testimony to our 
current business ethics. 

It is only fair to add that the man- 
agements of two of the great utility 
systems of this country seem them- 
selves to have recognized the force of 
this criticism. I refer to the Niagara 
Hudson Power Corporation and to 
the Commonwealth and Southern Cor- 


poration, both of which have announced 
plans whereby the holding company 
ceases to do a profit-making business 
with its own subsidiaries, so far as con- 
cerns charges for management service. 
This action is recommended to the atten- 
tion of the Insull system, the Electric 
Bond and Share system, and all other 
holding-company groups which have 
not yet seen fit to adopt it. But if the 
older practice persists much longer, it 
will certainly be necessary to consider 
statutory means of bringing it to an 
early end. 


CONTROL or SECURITY Issurs 


Another question as to the extent to 
which the holding company should be 
regulated, concerns the control of se- 
curity issues and of other financial 
transactions. In most states today, 
the operating companies may” issue 
only such securities as are approved by’ 
a public service commission. ‘This type 
of control was deemed necessary in order 
to prevent the flagrant over-issue of 
stocks and bonds of which the utility, 
companies, no less than the railroad 
companies, were guilty. 

Even today, however, the securities 
of holding companies remain unregu- 
lated; and in many cases—I surmise in 
most cases—the stocks and bonds sold 
by the holding companies and held by 
the public greatly exceed the par values 
or the book values of the securities of 
the subsidiaries which form the only 
important assets of the holding com- 
pany. This creates a public menace 
of serious character; for, to the extent 
that the capitalization of a holding 
company is inflated, its credit must 
suffer unless it is able to maintain in- 
terest and dividends on its over-issued 
securities by causing its subsidiaries to 
charge éxcessive rates. Whether in 
fact a holding company succeeds in 
causing its subsidiaries to charge such 
rates as will hold up the inflation, or 
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whether it fails to do so, with the result 
that its fund-raising power is destroyed, 
the result is that the consuming public 
must suffer. In the one case, it must 
suffer by the payment of higher rates 
than would otherwise be necessary. 
In the other case, it must suffer by the 
failure of the utility industry to extend 
its services and to make improvements 
required by the rapid development of 
electrical technique. 

It is true that within the last few 
years most of the great holding-com- 
pany systems have enjoyed good credit 
and have not suffered the obvious pen- 
alties of financial mismanagement; al- 
though even here, exception must be 
made of the bankrupt Foshay system 
and one or two of the other newer hold- 
ing-company systems. One must re- 
_ member, however, that during recent 
years the utility industry has enjoyed 
a period of good fortune which may 
soon be coming to an end. It has 
reaped a harvest of prosperity which 
was made possible by a long period of 
rising prices, during which the valua- 
tions of its properties, as fixed by the 
courts, have increased far above their 
original cost. 

During the past two years we have 
already witnessed a sharp fall in the 
general price level, and expert opinion 
by specialists in price forecasting is 
inclined to the view that the long-run 
trend of prices will continue downward. 
In that event, the valuations placed on 
public utility properties by commissions, 
and approved by courts, are likely to fall 
T unless perchance the Su- 

reme Court reverses its rulings by 
rejecting the so-called value of the prop- 
erty as the basis of rate control. As 
a result, holding companies with an in- 
flated capital structure may get into 
serious financial difficulties, and their 
predicament will be serious not merely 
for the holders of their securities, but 
also for the public as consumers. 


ESSENTIALS OF Errective REGULATION 


To conclude this brief discussion of 
the proper scope of regulation: The first 
and most essential need is for a revision 
of the public service laws, subjecting 
the books and accounts of holding com- 
panies and other affiliated companies to 
the same publicity and the same uni- 
form accounting provisions to which the 
accounts of operating companies are 


-already subject. The second need is 


for the development of rational plans of 
public utility consolidations under laws 
similar to the consolidation provisions 
of the Transportation Act, applicable 
to combinations by means of a holding 
company no less than to outright merg- 
ers and amalgamations. The third 
need is for the complete abolition of 
inter-company transactions yielding an 
unregulated profit to the holding com- 
pany or to an affiliated service 
company. It is to be hoped that the 
industry itself will make this adjustment, 
but if it does not do so, mandatory laws 
will be required. Possibly a fourth 
need is for commission regulation of 
holding-company securities. On this 
point, however, I am not so clearly con- 
vinced as on the other points, and it 
seems to me that action here may wisely 
be postponed until the results of the pre- 
ceding measures of control have had a 
chance to prove their effectiveness. Ps 


STATE versus FEDERAL CONTROL 


It remains to say a word about the 
second problem mentioned in the first 
part of this paper, the problem as to 
state versus Federal regulation of those 
holding companies whose subsidiaries 
are located in more than one state. 
While: the subject is too large and too 
difficult for discussion at the end of this 
brief paper, it seems obvious that the 
state commissions will be powerless 
effectively to control the national hold- 
ing companies without the aid of the 
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Federal Government. Just as the ac- 


ecunts of the American Telephone &. 


. Tskgraph Company are now subject to 
, tkeuniform accounting provisions of the 
Interstate Commerce Act, so the ac- 
ecunts of nation-wide electrical holding 
-eampanies should be under the juris- 
_ dicion of some federal commission. 
The same may be said for control of 
service charges and security issues. 


The regulation of consolidations pre- 
sents a more controversial problem of 
jurisdiction, and I am inclined to think 
that the problem can best be solved by 
cotperative action between the states 
and the Federal Government. As il- 
lustrating the possibilities of state and ` 
Federal coöperation, the pending Cous- 
ens Bill, S. 8869, 71st Cong., 2nd Sess: ‘s 
deserves serious study. 


Dr. James C. Bonbright is Professor of Finance in 
the Sshoal of Business of Columbia University, New 
York City, and secretary and member of the Board of 
Trustees of the New York Power Authority. From 

“ 1924 to 19380 he was a member of the New York State 
Commission on the Revision of the Public Service Com- 
missions Law, He is the author of a book on “ Rail- 
road Capitalization” (1920) and of a forthcoming book 
on “The Holding Company.” 


A Defense of the Holding Company 
By Witu14m H. Hopem 


AM NOT sure whether association 

in the work of a holding company 
for more than twenty-one years is an 
advantage or a disadvantage in a dis- 
cussion of this kind. Professor Bon- 
bright and Mr. Flynn, whose papers I 
have had the privilege of reading, have 
certain advantages as observers which 
make their viewpoints of value. My 
first-hand knowledge of what I have 
seen and known may be serviceable, 
but at the same time gives me a limited 
perspective, and the prejudice of a man 
in favor of something which he has had 
a part in building, no matter how small 
that part may be. 

Mr. Flynn would abolish all holding 
companies which do not perform engi- 
neering and management functions. 

The views of Professor Bonbright, 
however, are broader. In fact I think 
it is possible for us to agree on many 
things. He discerns a great amount 
of constructive good derived from hold- 
ing companies. He prefers to see us 
keep them a while longer at least, and 
make a trial of Federal regulation in the 
hope that their bad points may be thus 
eradicated. In fact, I suspect he be- 
lieves that, properly purified, the hold- 
ing companies can be put to even 
greater and more beneficial uses. I 
admire the manner in which Professor 
SBonbright, irrespective of his particular 
theories, invariably keeps in mind the 
fact that the ultimate object sought is 
the interest of the public as a whole. 


FAIR-MINDED CoUPERATION 
NEEDED f 
In the public-utility field at least, I 
do not think we shall get very far to- 
wards a solution of the problems that 


vex us by a catalogue of defects on one 
hand and a catalogue of virtues on the 
other. This job has been done pretty 
thoroughly. Mr. Halford Erickson, 
Mr. Edwin Gruhl, Mr. William J. 
Hagenah, Mr. Martin Insull, and 
others, have admirably and thoroughly 
set forth the constructive and econom- 
ical results to the public of utility 
holding and engineering-management 
companies. A legion of critics have 
inventoried real, imaginary, and pos- 
sible evils. What we are most inter- 
ested in, as I conceive it, is trying to 
find a common meeting ground where 
errors will be confessed and suggestions 
towards improvement sympathetically 
considered. l 

After all, it is the preservation of 
American ideals and the American tra- 
dition in which we are most deeply 
concerned, now as never before. This 
is no time for narrow, opinionated as- 
pirations or motives. Grave dangers 
do not threaten the very core of things; 
they are here. The present mood of 
universal pessimism and criticism must 
give way to a period of conciliation—a 
spirit of understanding, tolerance, and 
forbearance. Only from such a mood 
can we hope for the outgrowth of better 
things. 

It has been: pointed out by Mr. 
Hagenah that the combination of men 
in production, commerce, and finance, 
has always met with resistance—and 
always this resistance was based on the 
fear that the combination of men 
created an excess of power which would 
be used to oppress other men. Thus 
when two men pooled their interest in 
a partnership, and each man’s special 
ability contributed to a superior joint 
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result, there was criticism. When 
multi-partnerships were formed, the 
ebjection was vigorous. When the 
corporation was invented, and for the 
first time the common man could cast 
his financial lot with those more able, it 
Decame violent and remained violent. 
But all through this process, invention, 
production, the distribution of goods, 
she standard of living, the welfare of 
zhe people, increased as never before. 
With the advent and the progress of the 
holding company, human progress and 
welfare advanced concurrently at a 
still faster tempo, and when the holding 
company (with management functions) 
reached its highest levels, then also 
prosperity, most widely distributed, 
reached its peak. 

These are broad and substantial 
facts. It is true that abuses can enter 
the holding company, and that when 
these abuses reach a certain volume the 
effectiveness of this instrument can de- 
‘cline. We may grant this, and at the 
same time not lessen the force of the 
contention that the holding company 
has beén and is a medium of the great- 
est value to mankind. To continue its 
usefulness, the remedy would appear 
simple—amputate the abuses or find a 
better way of harnessing and directing 
the brains, the resources, and the ideals 
of those possessing the creative forces. 


~ 


ACHIEVEMENTS OF GROUP 
MANAGEMENT 


Still looking at some of these things 
from their broader, aspects, is it not 
logical to judge the utility holding 
companies by what they have suc- 
ceeded in doing rather than what sins 
they may have committed in the toil 
and sweat of the doing? Even with 
the tremendously important aid of 
the holding company medium, their 
achievements have been prodigious 
and prodigiously dificult. 

The capital obtained and invested in 


the electric power industry airone. 
year by year to $11,830,000,000 in 
1930, or about 234 times that of 1920; 
the number of customers-supplied grew ' 
to 24,701,972, or nearly 214 times those: 
of 1920. Electric service was brought’ 
to approximately 7,000 communities 
for the first time, and 600,000 farms 
were reached, bringing up the total 
number of farms served to about 10 per 
cent of all those in the country. In 
this development the public utility 
holding company and group, or syndi- 
cate management and engineering, 
have had a large—in fact indispensable . 
—part. Without the holding company 
form of organization it could not have 
been accomplished, financially, physi- 
cally, or legally, due to the diversity of 
laws of the forty-eight states. 

The ten years cited was 4 period. of 
extraordinary growth in the United 
States, and in this development the 
utilities played a leading and creative 
part. Much of the general advance 
was due to their leadership in the con- 
struction of facilities and the services 
which they rendered, contributing in 
turn to industrial production and do- 
mestic living’ conditions. Financing 
and construction were not done on a 
“sure thing” basis; courage, resource- 
fulness, and the determination to ac- . 
cept responsibility for judgment and 
deed were prime requisites. 

I was much interested recently in 
reading that part of Mr. Lincoln Stef. 
fens’ autobiography relating to hi. 
baptism in newspaper work on the New 
York Evening Post. I recalled my fir 
and last visit in the office of the Posi 
It occurred in the year 1919, and my 
mission was to obtain some publicity 
about a petroleum company. I repre- ~- 
sented a utility holding company which 
had gone into the oil business because 
utility securities were in such poor 
repute with investors. The papers 
were filled with oil excitement just then, 
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and I had no trouble in getting them to 
say something about the oil company. 
But the assistant financial editor 
wanted to know about the future of 
utilities. ` I told him I thought it was 
much better than the current belief; 
but while he was impressed, he was not 
convinced. ‘Will you do mea favor?” 
he asked. “Then go over in the corner 
and write me about three-quarters 
column on the future of utilities.” I 
did. It was printed, and what I said 
came true. 

That was in 1919. I speak of it 
merely to illustrate how different things 
look before and after. Tasks of mag- 
nitude and difficulty confront the utili- 
ties today and in the future. They 
need the holding-company plan and the 
group-management principle if they 
are to measure up to their obligations 
to the public. 


WORLDWIDE MOVEMENT TOWARD 
CONSOLIDATION 


In an article on “Control and Man- 
agement in the Power Industry,” Mr. 
John J. O’Brien, president of Standard 
Gas and Electric Company, says: 


Criticism of the combination of operating 
utilities often conveys the impression that 
the tendency in this direction is confined to 
this industry. Quite the contrary is true, 
for there is a worldwide movement towards 
consolidation in every industry, and quite 
generally it has proceeded much farther 
than in the public utility field, as reference 
to a few industries will show. There are 
303 concerns engaged in the United States 
in the manufacture of agricultural imple- 
ments, but consolidation has developed to 
such an extent in this industry that one 
company performs 59 per cent of the total 
business transacted by all. In the manu- 
facture of automobiles two companies, out 
of a total of nearly 200 so engaged, account 
for 61 per cent of the total output. In the 
meat-packing industry, in which over 1,200 
corporations are engaged, the two largest 
do 60 per cent of the total business. In the 


production and refining of petroleum, one of 
America’s largest industries, 87 per cent of 
the business is controlled by four com- 
panies. Out of 486 steel companies, five 
account for 75 per cent of the combined in- 
vestment. In the manufacture of soap and 
soap products, three companies, out of a 
total of over 250, do 92 per cent of the busi- 
ness. In the refining of sugar, 8 per cent of 


. the refineries do 89 per cent of the business. 


Again, there are 60,000 telephone systems 
reported by the United States Census, yet 
89 per cent of this country’s telephone busi- 
ness is handled by the 23 associated com- 
panies of the Bell System. These data 
reflect conditions at the close of 1927 and it is 
common knowledge that the degree of con- 
centration of capital in the major industrial 
fields is greater now than at any previous 
period. 

An even greater degree of concentration 
is found in the banking industry. New 
York City, with over 132 banks, reports 60 
per cent of the total deposits controlled by 7 
institutions. Chicago shows substantially 
the same degree of concentration. In Bos- 
ton, San Francisco, Los Angeles, Cleveland, 
Detroit, Buffalo and Minneapolis an even 
greater degree of consolidation has been ac- 
complished. Compared with this concen- 
tration of capital and power of control, the 
utility holding-company movement. seems 
rather out of line because the 10 largest 
utility groups comprise less than 45 per 
cent of the total capital investment in the 
electric, gas and railway utility fields in 
which these corporations are interested. 


It has been pointed out by the other 
speakers that practically all kinds of 
large business enterprises now employ 
the holding-company plan. But the 
utility holding company has been par- 
ticularly singled out for criticism. The 
illogic of this struck me so forcibly that 
I could not resist an inclination to 
point out, in a talk I made last spring, 
an inconsistency of similar nature. In 
what I said I honestly intended no 
criticism of the particular companies 
or individuals mentioned. I simply 
saw an opportunity to draw a parallel, 
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amd thought it fair to do so in view of the 
broadsided cartooning and editorial 
pilorying of all utility holding companies 
br the Hearst Press. I asked, Just 
wzat is the Hearst Press? and then 
proceeded as follows: 


Houpive-Company OrGANIzATION 
IN NEWSPAPER Fre.p 

=n their own language “his publications 
comstitute the greatest publishing business 
ever built up.” I am quoting from an 
c&cial circular dated July 1, 1930, describ- 
inz an issue of 2,000.000 shares of Hearst 
Censolidated Publications, Incorporated, 
$4,000,000 par value. 

This company is a holding company which, 
quoting from the circular, “has been or- 
gamized under the laws of Delaware and 
will own as a result of this financing through 
entire stock ownership, the following news- 

‘pepers of nation-wide prominence and of 
the highest standing in their respective 
corcimunities, namely: New York Evening 
écurnal, Chicago Evening American, Pitts- 
bwgh Sun Telegraph, Detroit Times, San 
Frencisco Examiner, San Francisco Call- 
Balletin, Oakland Post-Enquirer, Los An- 
ges Examiner, Los Angeles Evening Herald, 
Settle Post-Intelligencer, American Weekly 
in addition to above.” 

Here we find the chief antagonist—edi- 
tocially—of the utility holding company 
using this self-same plan of organization for 
liz widely scattered, centrally controlled 
ard directed, newspaper properties. Not 
arty this, but he has adopted a well-known 
puolic-utility innovation, that is the culti- 
valion of employe and customer ownership, 
ard it is apparently by such method that 
th= 2,000,000 shares of Hearst Consolidated 
Pablications, Incorporated, are being mar- 
keed. Let me again quote from the cir- 
cular: 

= For several years Mr. Hearst has studied 
the plan of employe and customer owner- 
ship, developed so successfully in this 
country and England by public-utility cor- 
pccations, as well as by several outstanding 
pudlishing concerns. He has been con- 
vicced that there is a definite and valuable 
esset to these businesses in widespread 
financial interest on the part of officers and 


. interest from the day received.” 


-holding companies! 


employes as well as on the part of the public 
generally.” 

I have here a few advertisements clipped 
from the Chicago Herald and Examiner, 
offering the “Seven Per Cent Cumulative 
Participating Class A stock of Hearst Con- 
solidated Publications, Incorporated, price 
$25 a share—$5 a share down; $2 a share 
monthly. Payments earn seven per cent 
In- 
cidentally, this stock does not carry full 
voting rights, which observation may be of 
interest to Harvard’s Professor Ripley. 

And here is another official circular of an- 
other Hearst holding company, Hearst 
Magazines, Incorporated, dated September 
12, 1930, and this particular holding com- 
pany owns stock im one or more other 
“Hearst Magazines, 
Incorporated, owns all of the outstanding 
stock of International Magazines Company, 
Incorporated, which either directly or 
through wholly owned subsidiaries, publishes 
Good Housekeeping, Cosmopolitan, Harpers 
Bazaar, Motor, and Motor Boating.” 

Also I call to your attention financial 
descriptive circulars covering the following: 
Hearst Publications, Incorporated, $20,- 
000,000 (closed issue) First Mortgage and 
Collateral Trust 614 per cent Serial Gold 
Bonds; Chicago Herald and Examiner $5,- 
000,000 six and one-half per cent Secured 
Gold Debentures; Detroit Times $2,500,000 
six per cent Serial Gold Debentures; Omaha 
Bee-News $2,500,000 Serial Gold Deben- 
tures. 

What I should like to know is why a 
chain of utilities should be considered any 
more iniquitous than a chain of newspapers; 
why should the holding-company plan of 
control be denounced as against public in- 
terest in the case of the utilities and held 
consistent with public welfare when applied 
to newspapers? ~ Y 

Group or syndicate management is made 
possible by holding companies. It is de- 
cidedly interesting to trace the similarity of 
group-management methods in utilities and 
newspapers. Take Mr. Arthur Brisbane, 
for instance, with his reported income of 
$260,000 a year from syndicated editorials 
—an amount vastly greater than the salary 
of any power-company executive I ever 
heard of. 
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There is not a newspaper printing Mr, 
Brisbane’s editorials which singly and alone 
could afford to pay him a fraction of what 
he is clearly able to earn. The newspaper 
obtains extraordinary Titeeatuie by applica- 
tion of the group principle. Many news- 
papers clubbing together, each defraying 
part of the cost, can obtain superior services 
just as power companies secure the assist- 
ance of the best engineering brains and 
experience, 

The parallel may be extended a long 
way. Briefly, however, compare the utili- 
ties’ general sales department with the 
newspapers’ national advertising and circu- 
lation departments; utilities’ advertising 
copy and supervision service with the syn- 
dicated features, cartoons and, comics; the 
application of modern accounting methods 
for comparing operating efficiencies with 
complicated cost finding to determine the 
value of advertising space; consolidated 
purchasing power in turbines and copper 
wire with centralized buying of presses, 
newsprint, and ink. And in supplying 
adequate personnel, both are able to assign 
quickly the right man to the right place, 

` temporarily or permanently, whether it is a 
power-plant superintendent, an editor, a 
business manager, or the one available man 
who can get a new color press to operate 
smoothly. ; 

Again I ask, if these things are good for 
newspapers why are they bad for power 
companies? 


FEDERAL REGULATION CONSIDERED 


I am now very diffidently going to 
take up some of the points made by 
Professor Bonbright and comment 
upon them strictly as an individual, 
and representing no one but myself. 
First, the point of the regulation of 
utility holding companies by the Fed- 
eral Government. 

There can be no Federal regulation 
of utility holding companies without 
accompanying Federal regulation of 
utility operating companies, and al- 
though this would be indirect it would 
be none the less real. 
mental issue in what we are talking 


The funda-' 


about is the status of the operating 
company, and its service and charges. 
It is merely axiomatic to say that if 
Federal regulation of holding compa- 
nies can bring favorable effects to the 
public, through the only vehicle through 
which they can be translated—the 
operating company—then the reverse 
must be true. It is possible for bad as 
well as good results to follow. 

In no sense are utility holding com- 
panies monopolies. As a matter of 
fact they are competitive, in respect to 
the acquirement of operating properties 
and the extension of territories served. 
They strive to excel one another in the 
favorable results accomplished for the 
public, because good will on the part of 
the public is essential to their success. 

My opposition to Federal regulation 
is not based on objection to the princi- 
ple of the close and strict regulation of 
monopoly industries by the states. I 
studied the application of this principle 
closely for several years after its in- 
auguration by the States of Wisconsin 
and New York in 1907. Since then I 
have been in practical contact with its 
results and development. It has re- 
sulted in extraordinary benefits to the 
public, to investors, and to the utility 
companies. This is true despite the 
fact that the quality of regulatory ad- 
ministration has not been uniform 
throughout the commonwealths, any 
more than the structure and the per- 
formances of the holding companies 
have been similar. 

My principal objection is based on 
apprehension, first, that Federal regu- 
lation, while it may prevent isolated 
abuses, may definitely impair the initia- 
tive, the resourcefulness, the mobility, 
and the efficiency of the holding com- 
panies—in other words, handicap, if 
not destroy, their beneficial powers; 
second, that Federal regulation will in- 
evitably cause friction and confusion 
with state regulation; third, that in this 
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conflict between Federal and state 


regalation, the Federal powers will. 


eve=itually dominate and control, more 
an= more dwarfing regulation by and in 
the commonwealth. 

To my mind it makes little difference 
jus where Federal regulation would 
bezin, whether it be with accounts and 
pu-licity—which is the least objec- 
tiocable—the issuance of securities, 
comolidations, or in the matter of 
comracts between parent company and 
subsidiaries. Once it is started, the 
treed will be toward concentration of 
aumority in Washington. 


IMPROVEMENT IN FEDERAL 
REGULATION NEEDED 


Z is far from my wish to be imperti- 
nest, but I think that we in the utility 
buzness have a right to hope for an 
im=rovement in the skill of Federal 
regulation before we willingly offer 
ouzselves on this altar. The railroads, 
witaout the benefit of holding com- 
paces, were once regarded as the 
na~onal sinners. The interstate char- 
acter of their business makes them 
Icgrally much more suitable subjects 
for Federal control than the largely 
intestate business of the utilities. 
Bw are we agreed that the Federal 
regalation of railroads is an unqualified 
suczess? With this demonstration of 
Fe=eral control and supervision before 
ou~ eyes, are we holding-company peo- 
pie mot to be pardoned if we feel cold 
towards the suggestion? 

= invention and mechanical progress 
buz half maintain the pace of the past 
twenty years, no industry can remain 
in status quo for more than a brief 
perod. New means and methods of 
do-g things constantly come in. The 
amazing growth of the electric power 
incastry has been due to its willingness 
an= ability to discard the time-tried old 
an= embrace the uncertain new, includ- 
ing of course, the holding company. 


The story of the development and the 
introduction of the steam turbine is a 
classic of unhampered individualism. 
The world has been moving rapidly, 
whereas under the restriction of laws 
and theories, a Federal Government 
body has had to decide, and having to 
decide has had to ponder, and some- 
times ponder long. 

Wherever abuses or alleged abuses 
exist, publicity is a splendid corrective. 
It will not be long before the utility 
holding companies of the United States 
will be a business group without a 
secret. The Federal Trade Commis- 
sion is seeing to that and succeeding 
just about 100 per cent. Economists 
and engineers have worked diligently 
for upwards of three years upon the 
books, the plants, and the affairs of the 
holding companies and their operating 
subsidiaries; have gone back practically 
to the beginning and traced every 
transaction and policy, practice and 
method, cost and profit or loss. In this 
monumental record both sides will find 
much to draw upon for controversial 
purposes if controversy is to continue, 
but I doubt if any impartial student 
will find absolutely certain grounds for 
Federal regulation. He will find that 
some holding companies were much 
different from other holding companies, 
but that on the whole the American 
people have been well served at a fair 
price. 

Whether or not my theory is correct 
that Federal regulation is bound to 
absorb regulation by the states, or 
Federal regulation may be restrained to 
some few things, we come to an inter- 
esting point—namely, that important 
matters affecting a city or countryside 
would be decided in Washington, and 
possibly at some expense ‘of time and 
money. After all, most of the Ameri- 
can cities even with state regulation 
have retained a considerable degree of 
authority over the utilities which sup- 
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ply them with service. They still like 
to exercise certain powers over their 
streets and alleys, and they bargain 
and deal with their utilities by means 
of limited-term franchises. Possibly 
there. are better ways than this, but 
it is a widely established custom, and 
customs are hard to change. No doubt 
it could be arranged’so that the cities 
could still grant franchises under 
Federal regulation. That is not the 
point. The point is that with the hold- 
ing companies’ record an open book, as 
it is today, the people in these cities 
have the power to reach and discipline 
the holding company through the oper- 
ating company, if they see fit to do so. 
Again, we are compelled to remember 
that the states composing the Union 
have their own individual tempera- 
ments and traditions. Some are jeal- 
ous of their rights relating to all mat- 
ters within their boundaries; others 
are contrary-minded. Should not the 
states as a whole have something 
to say regarding Federal regulation? 


RELATIONS BETWEEN Honpine 
AND OPERATING COMPANIES 


With reference to the consolidation 
of operating companies on the basis of 
contiguous territory and operating 
efficiency, there is much to be desired 
along the lines suggested. It should 
be remembered, however, that trans- 
mission-line distribution is compara- 
tively recent, and that growth has 
been rapid. The present situation 
from the standpoint of efficient opera- 
tion is much better than a territorial 
map would indicate. The holding 
companies themselves should be able to 
work out this problem; have already 
done so in many cases, and should be 
given full opportunity along these lines. 
There is a vast difference between 
drawing a perfect engineering plan for 
the grouping of properties, and the 


actual achievement thereof. Unex- , 


pected and stubborn difficulties arise; 
witness the long delay in railroad con- 
solidation. 

Management and engineering con- 
tracts between holding companies and 


' operating subsidiaries are the out- 


growth of necessity. To organize com- 
petent staffs and to obtain and retain 
their efficiency, requires an adequate 
system of rewards. These rewards, as 
a rule, are based on the operating re- 
sults obtained, the lowering of costs, 
the decreasing of rates, the mainte- 
nance of public good will, and so forth. 
The holding companies with which I 
am familiar base such charges on several 
factors: first, the charges must be suffi- 
ciently low to result in a net saving to 
the operating property as contrasted 
with the payments which would have 
to be made for similar services obtained 
independently; second, they must yield 
a fair profit to the management-engi- 
neering concern; and third, they must 
conform to what may be considered 
reasonable'and fair. Under these con- 
ditions, it is contended, such methods 
and charges cause lower rates to the 
consumer than would be the case if the 
holding company were nonexistent. 
Whether such contracts, which are 
always available to state commissions, 
are made within a holding-company 
organization—that is, between parts of 
the same entity—or between’ diverse 
entities, is not the essential thing. 
The bargaining between two diverse 
interests often results in a higher price 
than a price fixed by a single interest 
knowing the conditions on both sides 
of the contract. The real issue is the 
over-all reasonableness and fairness of 
the price and its eventual ability to se- 
cure value—that is, the most efficient 
and therefore economical results. 
Regardless of all I have said, if it 
were left to me personally, I would ad- 
vise utility holding-company directors 
to agree cheerfully to Federal regula- 
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zion on the subjects enumerated by 
Professor Bonbright, provided it’ were 
zertain that such regulation could be 
zonfined to these points, and certain 
zhat such regulation would be prompt, 
“air, and actually constructive from all 
aoints of view. This would be the 
quickest, simplest, and easiest way to 
answer the criticism now levelled at the 
Aolding companies. 

As matters actually stand, we are in 
zhe middle of the stream. The Federal 
Trade Investigation is not yet com- 
rleted, and that body has reached 
ao conclusions or recommendations. 


There are questions of responsibility to 
multitudes of stockholders; questions 
of personal convictions and beliefs— 
which every individual must answer to 
his own mind and conscience. 

I care nothing about winning argu- 
ments. I do care for the preservation 
of American principles, ideals, and 
traditions. We can carry controversies 
among ourselves too far; can destroy 
the very things we actually care the 
most. for. In these matters, as in all 
matters, let us stand together as sen- 
sible, reasonable, and patriotic citizens 
of the United States. 


Mr. Wilkam H. Hodge is vice president and man- 
ager of the Byllesby Engineering and Management 
Corporation of Chicago, Illinois. 


Pyramiding of Holding Companies 


By Joun T. FLYNN 


HE Academy could hardly have 
selected a better spot for discussing 
the holding company than Philadel- 
phia, which is perhaps the cradle of the 
holding company. I believe it is 
sixty-one years ago, 1870, that the 


first important holding company, The | 


Pennsylvania Company, was formed 
here; and you will realize how long 
ago that was in our business history if 
you will remember that that was the 
year that Mr. John D. Rockefeller 
formed his modest little Standard 
Oil Corporation. It was twenty-eight 
years after that before he got around to 


the holding company. He tried sev- 


eral other devices before that, and they 
did not work out so very well; so about 
1898 or 1899, he tried the holding 
company. I believe the United Gas 
Improvement Company, one of the 
pioneers in the field of utility holding 
companies, dates back to the late 
eighties, when it began to acquire, 
control, and operate gas companies in 
twenty-five or twenty-six different 
communities. 


GROWTH or HOLDING-COMPANY 
SYSTEM 


So the holding company has been 
with us a long time, and because of 
that, we are accustomed to say, “‘ Well, 
the holding-company system is here, 
and there isn’t very much we can do 
about it except to regulate it as well as 
possible and make the best of a bad 
‘job.” There is some force in that. 
But the thing is growing so very fast 
that there is a question as to whether or 
not it may be checked. 

Dr. Bonbright ' spoke of a dozen great 


1See page 1 of this volume. 
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companies controlling our utilities. 
I think it is about six years ago, I saw 
an estimate that a dozen companies 
controlled about one half of our gener- 
ating power, and now I believe the 
estimate is that about three companies 
control the half, and about fifteen 
companies control 90 per cent, which is 
a very considerable growth. 

Now, the mere statement of size in 
this matter does not alarm me. I 
think the time is past when we are 
frightened by the size of a business 
enterprise in this country. And I am 
not terrified by the phrase “power 
trust,” either. After all, we have long 
ago come to understand that our utili- 
ties are local monopolies. Ten utility 
companies in ten cities are ten local 
monopolies, whether they are owned by 
one company or ten companies. It 
seems to me that the problem, there- 
fore, is simply whether or not the 
holding company is the best way to 
bring these utility companies together. 

Those who defend the holding com- 
panies give us great arrays of figures 
about their efficiency, their facility in 
financing, and their ability to com- 
mand the highest class of engineering 
skill and managing skill; and there is a 
great deal of truth in all this. I have 
no quarrel with that argument. It is 
an argument, however, for large-scale 
operation, and not necessarily for the 
holding corporation. The question is 
whether or not we can get the benefits 
of operation on a sufficiently large 
scale without inviting the dangers and 
the abuses of the holding company. 

This discussion usually turns upon 
the manner in which holding companies 
escape regulation, obscure accounting, 
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juggle profits, and actually enforce 
excessive charges. I prefer to direct 
my remarks to another phase of the 
matter, something economically more 
fundamental. You will perhaps not 
think so when I say that I am thinking 
of the investor; but I hope I may im- 
press you with the truth of that as we 
proceed. 


Oriarn or Hoxtpine COMPANIES 


I am aware of the conditions which 
led to the first steps in holding- 
company experiments. With our state 
laws changing as we cross state bounda- 
ties there has been a real temptation to 
seek separate incorporations within the 
states. The only way in which these 
separate incorporations can be knitted 
together is through a holding company. 
Many states require their utilities to 
be operated by domestic corporations. 
Hence, half a dozen corporations in as 
many states can be united under a 
single control only through a central 
corporation which holds the stocks of 
all. 

Furthermore, utility managers seek- 
ing to buy out a utility and willing to 
take over the property, have found 
greedy minorities ready to hold them 
up rather than surrender their stocks. 
And finally, even in states where a 
utility can be operated by a foreign 
corporation, it may be handicapped by 
laws which prohibit foreign corpora- 
tions from exercising rights of eminent 
domain. - 

Let us admit, for the sake of argu- 
ment, therefore, that the holding com- 
pany is essential to knit together a 
number of utility concerns in different 
states or communities. Under the 
circumstances, the whole fabric of a 
holding-company group may be looked 
upon as a single integrated industry in 
which the central office management is 
lodged in the holding company, while 
the various operating companies are 


merely departments. or branches in- 
corporated for purposes of convenience. 

Now, let us take an actual case and 
apply this theory. Here is the Central 
Gas and Electric Company of Dela- 
ware. That is a holding company, and 
either directly or indirectly holds and 
operates fifty-seven companies in fur- ` 
nishing power and light to about 350 
or 400 communities. Because it is a 
large concern and controls fifty-seven 
operating companies, it has large 
credit, can employ the best engineering 
brains, and can operate these compa- 
nies more intelligently and more effi- 
ciently for the community and for the 
investor than these ‘separate fifty- 
seven operating companies could do by 
themselves. And if you are disposed 
to defend the holding-company plan, 
there is a situation which you can 
defend. All the arguments in favor of 
the holding company cover that situa- 
tion. 


Houpinc-Company GROUPS 


But, now, to whom does the Central 
Gas and Electric Company belong? 
To another holding company, the 
Central Public Service Company. And 
to whom does that belong? To the 
Central Public Service Corporation. 
That owns and controls the stock in the 
Central Public Service Company. And 
to whom does this Central Public 
Service Corporation belong? It be- 
longs to the Public Utility Holding 
Company, which I believe does not 
hold all the stock in this company, but 
enough to exercise a controlling influ- 
ence in its affairs. And to whom does 
the Public Utility Holding Company 
belong? It belongs to a concern which 
it is very difficult to define, a kind 
of hybrid holding-financing-trading-in- 
vestment trust company, the American 
Founders.. 

Now, all the arguments in favor of 
holding-company control can be ap- 
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plied to the situation of the Central 
Gas and Electric Company and sub- 
sidiaries. But what defense is there 
from the point of view of the public 
service, operating efficiency, financing, 
or anything else, for this string of 
publie utility companies running up to 
the American Founders? 

Now, that is not all, because as a 
matter of fact there are some holding 
companies between the Central Gas 
and Electric Company and its fifty- 
seven subsidiaries. For instance, there 
is the Southern Cities Gas and Electric 
Company, which is really a holding 
company with twenty-one subsidiaries, 
and I believe it has a holding company 
or two under it. 

Now I will use another case. The 
United Founders owns three other in- 
vestment trusts, which in turn are 
holding companies also—the American 
Founders Corporation, the American 
General Corporation, and the Invest- 
ment Trust Associates. There are a 
great many others, but it controls 
these outright, owning from 70 to 90 
per cent of the stock. These holding 
companies in turn own another holding 
company, called United States Electric 
Power Corporation, or they have’ a 
large interest in it, which I will explain 
later. This United States Electric 
Power Corporation owns the Standard 
Power and Light Company, and that, 
in turn, controls the Standard Gas and 
Light Corporation. There are five 
layers of holding corporations. Then 
come the operating companies, of 
which I think there are seventeen sub- 
sidiaries. I think one of them is an 
engineering company, which supplies 
management. There may be another 
company or two of that kind but most 
of them are operating utility companies. 

Even here, again, there are more 
holding companies. For instance, one 
of these subsidiaries is the Louisville 
Gas and Electric Company of Ken- 


tucky. The Standard Gas and Light 
Corporation controls this company, 
but not directly. Again a holding 
company must be interposed, for some 
reason, called the Louisville Gas and 
Electric Company of Delaware. Thus 
we have the Louisville Gas and Elec- 
tric Company of Kentucky, held by the 
Louisville Gas and Electric Company 
of Delaware, controlled by the Stand- 
ard Gas and Light Company, a corpo- 
ration controlled by the Standard 
Power and Light Company, controlled 
by the United States Electric Power 
Corporation, controlled by these three 
investment trusts, and finally by the 
United Founders. 


COMPLICATED STRUCTURE PRESENTS 
DANGERS 


The justification of the holding 
company is in the Standard Gas and 
Light Company, which operates seven- 
teen companies, which can give them 
intelligent management (and so far as I 
know does give them intelligent man- 
agement), extensive financing, and a 
wide degree and variety of engineering 
skill. But what publie service are all 
these other holding companies furnish- 
ing? Moreover, it is almost impossible 
for the investors to follow these mazes 
when they want to find out something 
about these utility companies. It is 
possible to do all sorts of queer things 
under cover of this complicated struc- 
ture. Sometimes these things are done 
through a necessity which confronts 
the management, of which we have no 
knowledge. But very often they are 
done for no good purpose. Here is 
something which I think perhaps is 
done for a good purpose, but I do not 
understand it and it is an example of 
what happens in all kinds of tangled 
corporate mazes like this. 

The H. M. Byllesby Company holds 
stock in the Standard Power and Light 
Corporation, which is controlled by 
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the United States Electric Power Cor- 
poration. The Standard Power and 
Lizht Corporation has two kinds of 
stock, Class A and Class B. The great 
bulk of the Class A stock is held by the 
United States Electric Power Corpora- 
ticn. The bulk of the Class B stock is 
held by the Byllesby Corporation. Of 
course, this company has a board of 
dizectors. Class A stock elects Class 
A directors. Class B stock elects 
Class B directors. Now, what does 
the United States Electric Power 
Corporation do? Its chief business is 
halding stock in the Standard Power 
and Light Corporation. What do 
these directors do? They elect the 
directors of the Standard Gas and 
Lizht Company, of course. The Class 
A stock is a good deal more valuable 
and a good deal more numerous than 
ta2 Class B stock, and the majority of 
tha directors are elected by the United 
States Electric Power Corporation; the 
mnority directors are elected by the 
Brilesby Company. But when these 
dizectors meet for the purpose of elect- 
ing directors in the Standard Gas and 
Lizht Company, under the terms of 
their charter, the minority directors 
elect the majority of the directors in 
that company, and the majority direc- 
tozs elect the minority directors in that 
company. So the permanent control 
is in the hands of the Byllesby Com- 
pany, and the permanent holding of 
th stock is in the hands of the Ameri- 
can Founders. 

This sort of thing runs through these 
incricate mazes so that it is almost 
ixpossible to follow them. I do not 
want to give the impression that men 
deliberately invent this maze in all 
cases for the purpose of ensnaring the 
public. A concern that is operating a 
hclding company is operating utilities 
in one section, and wants to buy 
ctilities in another section, so it buys 
the holding company. That holding 


company in turn has bought a holding 
company in some other section. But 
when they get through, there is a 
maze of holding companies. Some- 
times it falls into the hands of men who 
are primarily interested in doing good 
business and furnishing good service, 
and sometimes it falls into the hands of 
men who have entirely different ideas 
in mind. Let me illustrate. 


Tur CONTINENTAL SHARES GROUP 


Here are thirty-eight companies, 
controlled by the American Light and 
Traction. That in turn is owned by 
the United Light and Railway Com- 
pany, which is owned by the United 
Light and Power Company, and that 
in turn is controlled, to the extent of 
42 per cent of its stock, by the Con- 
tinental ‘Shares. That is the impor- 
tant one~-Continental Shares. It is 
something like the American Founders, 
but more of a trading corporation, a 
financing corporation, which was in 
the hands of Mr. Cyrus S. Eaton. 

The set-up of the Continental Shares 
will illustrate the dangers which lurk 
in this whole thing. And remember, 
these companies were all in the hands 
of some of the best known, ablest, and 
most highly respected business men in 
America. Mr. Eaton is in the center. 
In a circle surrounding him, we find the 
Continental Allied Corporation and the 
International Share Corporation, both 
holding companies; Otis and Company, 
a banking house; Inland Steel, a steel 
holding company; Republic Steel, a 
company like the United States Steel 
Corporation, and alsoʻa holding com- 
pany; and the Commonwealth Com- 
pany, another kind of financing and 
trading company. Now, Mr. Eaton 
owns stock in each one of these. 
Continental Shares holds 42 per cent of 
the stock in these utility companies 
that I described, but it is controlled in 
turn (although it has capital and assets 
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running into a couple of hundred 
million) by ten thousand of what are 
called Founders Shares (nobody knows 
what Mr. Eaton and his associates paid 
for them). Then, right around this 
circle, each company owns stock in 
each of the other companies, all con- 
trolled in the center by Mr, Eaton and 
his associates, until you get a spider’s 
web of control, shifting investment 
back and forth, which if I may venture, 
being a more or less suspicious man, was 
done for no very good purpose. 

Mr. Eaton has now been driven out 
of the center of this web. The stock- 
holders of the Continental Shares have 
a suit against him, and the stock has 
fallen to almost nothing, which is not 
uncommon. The Consolidated Gas 
Company of New York is a pretty 
well geographically integrated industry, 
concerned chiefly with owning and 
operating the utility companies in 
New York City and the great metro- 
politan district and extending just a 
little bit out. The stock of that 
company has held up as a very good 
investment up to this moment, in spite 
of very considerable dilution by issuing 
rights just at the time the stock market 
broke. But what has happened in 
the other companies? Continental 
Shares stock is worth almost nothing. 
American Founders stock was 29, I 
believe, in 1929. It got as low as 2 
in 1931. So the theory of safety to 
investors in this pyramiding of com- 
panies does not seem to hold good; 
investors have not fared very well. 


Tae REMEDY 


Now, my point is that if we are 
going to regulate holding companies, 
and recognize them as ‘they are, we 
should say, “We will recognize a 
holding company designed to integrate 
a large group of operating companies 
and control them in the interest of 
large-scale operation; and that holding 


company and its subsidiary companies 
shall be subject to the control of state 
commissions as the operating compa- 
nies are, and to the additional regula- 
tion of the Federal Power Commission 
or such other authority as the Federal 
Government shall set up to enable it to 
deal with these interstate conditions.” 
Publicity, and in fact practically all of 
the important reforms suggested by 
Professor Bonbright should be applied 
to the operating group and its holding 
company. Beyond that, the aim of 
everybody, including the utility men 
who are involved in this situation but 
who are interested in straightening out 
this industry, should be to get rid of 
this whole superstructure of holding 
companies beyond the first one. I 
think there is no chance in the world of 
its being done voluntarily, so it should 
be done by law. 

There is no reason perhaps why the 
United Founders should not buy stock 
in any of these companies; but invest- 
ment companies, finance companies, 
insurance companies, and all the rest 
of them, should be limited to holding, 
say, one half of one per cent of stock in 
any corporation, so there can be no 
question of control and no invitation to 
attempt the holding-company kind of 
control. . 


PROTECTION OF INVESTORS 


My interest in this subject is in the 
investor more than in the consuming 
public. We are already in a new 
phase of investment. We have had a 
lot of talk about the vast distribution 
of all kinds of shares to the publie. 
Nobody has talked more about that 
than the utility companies, and nobody 
has done less to distribute the kind of 
shares which count for actual owner- 
ship. There has not been so much of 
such distribution as we believe. It 
sounds like a great deal when stated in 
figures, but this is a great big country, 
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ard one, two, or three million shares do 
mot mean very much. But I believe 
taat there will be a vast distribution of 
saares. It must be so. There is no 
meney to be had for business, save 
f-cm the great masses of savers. 
The so-called wealthy men of the 
country do not put up money for these 
tangs. Their money does not amount 
to a row of pins. So I believe that we 
ave going to have such a vast distribu- 
t.cn of shares that we will have in fact 
‘a xind of social ownership of all our 
industries within the framework of 
capitalism. Now, it seems to me to be 
up to those who defend this system of 
capitalism on which we operate,. to 
protect that development, and to see to 
it that the investments of the masses 
of shareholders, who would be almost 
svyaonymous with the consumers, will 
be safeguarded from exploitation by 
men whose primary purpose is making 
all the money they can out of it. 

Now, I am not criticizing those men. 
Ws live under a system in which we 
sayz that the individual should be per- 
matted to pursue his own interest, and 
` taat in the pursuit cf that interest, the 
public will best be served. So we have 
given people a license—a kind of com- 
mwësion—to do this, and the men who 
have gone into these businesses have 
ge in with perfectly good intentions 
to adopt the most profitable business 
tasy can find, and get as much money 
oaut of it as they can; and I am not 
criticizing them. I simply say that we 
rew have to deal with a very funda- 
mental economic situation which is 
ceveloping, in which the ownership of 
cur industries is becoming a kind of 
sozial ownership, and in which we have 
t consider how fer we will protect 
that ownership from exploitation. 

This thing has a very important 
social significance, because this system 
cider which we live (and mind you I 
am not a socialist) at least proclaims 


that the industrious'man, the thrifty 
man, the man who works hard all his 
life and saves his money, can not only 
make a living for himself and enjoy all 
these luxuries which our machine civi- 
lization produces, but can take care of 
himself in his old age. The only way 
he can do that is by saving, and the 
only way he can save is by investment, 
either directly himself or through the 
great investing institutions into which 
his money goes. Now, if we do not 
protect him in those investments, we 
are dealing a most serious, an almost. 
fatal blow, at the economic system 
under which we live. 

So it is not just a case of looking 
after the profits of the investor; it is a 
case of regarding the investors in the 
aggregate as almost synonymous with 
the public, and protecting them. 

This holding-company system is not 
only in the utility industry, it has now 
gone out into every industry. It is in 
our banking system, with the most 
disastrous results; it is in our railroads, 
our department stores, and our facto- 
ries. While in some of these cases, as 
for instance the Standard Oil Company 
of New Jersey, and the United States 
Steel Corporation, the holding com- 
pany is a means of knitting the in- 
dustry together, it is also used on the 
most gigantic and disastrous scale for 
the exploitation of the investor. How 
are we going to change that? That is 
not a very easy question to answer, and 
I am not going to try to answer it in 
detail, except to make a proposal which 
I have made before and which I repeat. 


Rerorm or Corporation Law 


This whole system of corporation 
law under which we live, which is now 
taking over the whole management of 
our business, has developed under the 
control and direction of the corporation 
itself and the corporation lawyer. And 
again, I do not say this in criticism; this 


PYRAMIDING or HOLDING COMPANIES Q1 


is the natural thing. Even the bar 
itself is not made up of corporation 
lawyers. A few lawyers have the 
corporation business, and our corpora- 
tion law has developed with changes 
from time to time suggested by that 
part of the bar interested in corporation 
law, and so it has developed without 
very much regard to the economic 
and. social significance of the corpora- 
tion. Once in a while, the public rises 
up in answer to some wild rout against 
trusts and monopolies. But I am not 
thinking of monopolies or trusts—I am 
thinking of the individual corporation, 
and nothing has been done to guide the 
growth of that with reference to its 
economie significance. 

It is a very common thing for the 
defenders of the utilities to say, “We 
don’t want any more interference in 
business by the Government. We 
have too much of that already.” Now, 
they overlook the fact that they are 
operating under the most tremendous 
interference in business that the Gov- 
ernment has ever made, namely, the 
corporation itself, which is the creation 
of the Government. In the corpora- 
tion, the Government has brought into 
existence a kind of fictitious person, 
endowed with the rights and the obliga- 
tions of the ordinary citizen, at least in 
the field of civil life. The corporation 
is an implement which has been 
developed, changed, moved about, and 
spread out by those who rule it, for 
their own purposes, until now they 
have begun to introduce into it many 
abuses. I am not talking, again, of 
moral abuses; I am talking of economic 
abuses. 

Now, for the benefit of those who 
are so much opposed to government 
interference I want the Government to 
withdraw this implement from the 
hands of these people. I want it to 
stop one form of interference which I 
think has resulted disastrously. 


I do not think that we can work 
this out quickly. It is a very expert 
matter; it is a matter for lawyers, 
for economists, and for financiers. 
Therefore my proposal is that the 
American Bar Association, the Ameri- 
can Economic Association, and the 
American Bankers Association collabo- 
rate in naming a committee for the 
purpose of intelligently studying the 
problems posed by our corporation law. 
There are many problems—not merely 
that of holding companies. There is 
the matter of Class A and Class B 
stock; of the ratable calling of preferred 
stock; of non-voting stock; of elections; 
of statements; there is the whole ques- 
tion of the fiduciary relationship of 
directors and managers to the corpora- 
tion and the stockholders; and many 
other questions which ought to be 
straightened out. 

A commission of lawyers cannot do 
it well enough, because they will not 
be sufficiently conscious of the eco- 
nomic factors; a commission of econ- 
omists cannot do it; we certainly do 
not want a commission of politicians 
to do it, and neither the economists nor 
the lawyers will be sufficiently familiar 
with the financial problems involved 
and I therefore suggest that they all 
collaborate in a study of this whole 
subject, and at least make some recom- 
mendations for the reform of our 
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Mopricatron or Anti-Trust Laws 


We have another great question 
arising in this country, and that is the 
matter of the modification of the Sher- 
man Anti-Trust Law and the Clayton 
Act. I have no fear of corporations— 
of big business; I am for big business. 
I want to free big business from some 
of the things which I think now hamper 
it and prevent it from operating effi- 
ciently. So I think that we should . 
have some modification of the Sherman ` 
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Anti-Trust Law. We must deal with 


the wild, undisciplined, untamed forces: 


of business which we cannot deal with 
now because business men cannot get 
together. 

But can we ever persuade Congress 
to modify the Sherman Anti-Trust Law 
as long as these clusters of holding 
companies exist which can nullify any 


kind of regulation, not only in the field 
of the utilities, but in every other field 
of corporate management? I would 
suggest to those business men who are 
not engaged in promoting holding 
companies but who want the Sherman 
Anti-Trust Law modified, that they put 
themselves on the side of reform in the 
holding company. 


Mr, John T. Flynn of New York City is a writer on 
economic and business subjects for Collier’s Magazine 
‘and a frequent contributor to the Forum, the New 


Republic, and other national magazines. 


He was 


managing editor of the old New York Globe and is the 
author of “Graft in Business” and “ Investment Trusts 


Gone Wrong.” 


Discrimination 


By Epwin Gruen 


The central station manager has within 
the last two years received more advice as 
to the sale of his current than he endured as 
to its manufacture in the whole previous 
twenty. Probably no body of men ever 
before found themselves the subject from 
the outside of so much uninvited instruc- 
tion as to how they should run their busi- 
ness; and it is natural that they should find 
themselves bewildered by the multitude of 
their counsellors. 


HAT I have just stated was 

written not by me, but by the 
Committee on Progress of the National 
Electric Light Association twenty-five 
years ago. The wording in some re- 
spects rather aptly describes the pres- 
ent-day situation. It would appear 
that there are cycles of advisory counsel 
and that we are again at the peak of 
one of them.: 

The interval of time, however, has 
wrought important changes, many of 
them within my own experience. 
Before commenting on these changes I 
should perhaps present what qualifica- 
tions I possess for this discussion by 
briefly stating my experience: As Statis- 
tician of the Railroad Commission of 
Wisconsin in the early years of its 
existence I assisted in introducing the 
classification of accounts and formulat- 
ing the first rate schedules for electric 
service promulgated by that commis- 
sion. In subsequent years I have 
served as a member, and for a period as 
chairman, of the Rate Research Com- 
mittee of the National Electric Light 
Association. The properties of the 
North American Company, of which I 
am Vice President and General Man- 
ager, have a reputation for being among 
those utilities having the most intensive 
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development and the lowest rates in the 
country. What I may say in the light 
of that experience must be construed 
as my own personal opinion. There 
are so many diverse interests, opinions, 
and conditions in the electric light and 
power field that it would be impossible 
for me to speak for the entire industry. 
An important change in the twenty- 
five year interval was the advent of 
commission regulation. The question 
of rate structure and the fundamental 
ideas underlying rate: classes is no 
longer one in which the opinions of 
central station managers are the de- 
termining factor. Commission regula- 
tion, it is safe to say, has guided, if not 
formulated, the present forms of rates 
of almost every electric utility in the 
country, so that criticism and advice 
are now directed not alone to the in- 
dustry but to its regulators as well. 
Another important change has been 
the reduction in cost and the increase 
in use of electric service. Twenty-five 
years ago the cost of electric service 
for residential customers was 11 cents 
per kilowatt hour. Today the average 
price for such service is 5.9 cents per 
kilowatt hour. Twenty-five years ago 
the average residential customer used 
200 kilowatt hours a year. Today 
this average use has increased to 570 
kilowatt hours a year.! Electric serv- 
ice is the only item in the household 
budget the unit cost of which has de- 
creased continuously during this period. 
Even with the increased use, its cost 
represents only one cent out of each 
dollar of the average family expenses.” 
1N. E. L. A. statistical bulletins. 


2 Cost of Living in the United States, 1914-1980, 
National Industrial Conference Board. 
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CONSTRUCTIVE AND DESTRUCTIVE 
CRITICS 


The critics of the industry today 
may be divided into two classes: First, 
those who are sincerely interested in 
helping regulation to succeed, and, 
second, those who are as intensely 
interested in making regulation fail. 

In the first class are those who be- 
lieve that regulation can be in the 
interest of both the consumer and the 
investor because both have the same 
interest. in the highest and most eco- 
nomical development of the industry. 
Such regulation is bottomed on rates 
which encourage greater off-peak use, 
lower costs, and in turn lower rates. 
It is also bottomed on stable values and 
earning power which will make the 
securities of regulated utilities the 
prime investment of the insurance and 
provident funds which represent the 
thrift of our pecple. Such regulation 
is also bottomed on a concept of publie 
interest which recognizes and en- 
courages private initiative and inven- 
tion and the investment of private 
funds in the public service. As the 
late Senator La Follette said in his 
autobiography: 

How has it been possible that both the 
people of Wisconsin and the investors in 
public utilities have been so greatly bene- 
fited by this regulation? Simply because 
the regulation is scientific. . . . Since the 
commission knows the costs, it knows 
exactly the point below which rates cannot 
be reduced. Tt even raises rates when they 
are below the cost, including reasonable 
profit. ; 


In the second class are those who 
wish constructive regulation to fail 
because they believe in promoting 
public ownership. As Donald Rich- 
berg recently stated with respect to 
the report his Committee on Public 
Utilities made to the Progressives: 
“There must be a fight to destroy 


something clearly bad and create 
something clearly good. The report is 
an attempt to make such an issue.” ? 

There is colossal conceit in the Rich- 
berg statement, the conceit of a self- 
appointed umpire who declares that 
everything under private control ‘is 
“clearly bad” and everything under 
public control is “clearly good ”—not- 
withstanding a wealth of evidence to 
the contrary. The only thing in the 
report that is clear is this: The Rich- 
berg committee has recommended a 
distinctive type of publie utility 
regulation which is nothing less than 
sabotage. It is the sabotage of govern- 
ment competition which, avoiding the 
handicap of taxes, is set up in the guise 
of a “yardstick.” It is the sabotage 
of frustration and arrested develop- 
ment of private enterprise by con- 
tinual harassment, hoping that the 
government-owned and subsidized 
utility would catch up. This double- 
barreled handicap upon private enter- 
prise has the object of discouraging 
investment among the millions whose 
investment savings would then shrivel 
and whose taxes would mount because 
the wrecking crew of’ the regulators 
was carrying out a program Progressive 
by name and Communistic by nature. 

Arthur Brisbane, chief Hearst edi- 
torial writer, himself saw nothing but 
communism in the Progressives’ pro- 
gram, and said: 


Think of Senator Norris of Nebraska. 
He and his fellow Progressives want the 
Government to “recapture and control all 
public business, power companies, etc.” 
That’s enough to make a good “‘best mind” 
crawl right into the tomb with Lenin, 
saying “Eventually, why not now? So, 
move over.” ... Heaven protect us from 
public management for a while, 4 


Thus regulation would have the 
power to impede, just as taxation has 


3 Washington (D. C.) Times, Oct. 16, 1931. 
4 New York American, Oct. 17, 1981. 
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the power to destroy. Regulation in 
the hands of professional promoters of 
government ownership is a judicial 
farce. Those radicals who would use 
the machinery for utility regulation to 
impede and destroy the utilities would 
arm themselves with the weapons of 
restriction, terrorism, and confiscation. 
They would borrow the technique of 
Stalin and force private business out of 
existence, as in Sovjet Russia the kulaks 
were forced off of their independent 
farms and herded into collectivized 
farming. Just so would American 
imitators “de-kulakize” all industry. 
To this group of critics, public owner- 
ship is such a holy cause that distorted 
facts and half truths are justifiable 
methods, and this accounts for the per- 
sistence of misstatements concerning 
the industry, despite the ready availa- 
bility of facts. Samuel Crowther, in a 
recent article in Public Utilities Fort- 
nightly, makes this observation: 


One of the oddest characteristics of the 

Socialistic mind—which is exceedingly 
legalistic—is that it affects (and really be- 
lieves) that it never acts without the 
facts. But by a sincerely trained discrim- 
ination, the Socialist mind rejects any 
evidence which does not stand the test of 
its principles." 
To the radical mind, private ownership 
must be “something clearly bad,” and 
therefore any facts which show its 
merit are studiously rejected. 

My remarks are addressed to the 
criticism that the rate schedules of 
electric light and power companies, as 
between various classes of service, are 
discriminatory. I am addressing the 
destructive rather than the construc- 
tive critics. No industry, even a 
regulated one, is perfect, and all should 
welcome constructive criticism. 

It should be borne in mind that I 


§ Crowther, Samuel, “Is the Legalistic Mind 
Qualified for Rate Making?”, Publie Utilities 
Fortnightly, Oct. 15, 1931, pp. 451-458. 


am of necessity generalizing. I am 
discussing the typical schedule—not 
extreme variations, low or high; I am 
dealing in averages or modal values for 
the entire industry—not individual 
cases. The rate structure of any 
utility can be judged only with refer- 
ence to its own particular facts. The 
proper forum for the discussion of 
individual cases is in the localities 
affected where such facts are 
determinable. Further, it should be 
unnecessary to point out that redress 
for unlawful discrimination is readily 
available in every commission jur- 
isdiction. 


Cost AND VALUE OF SERVICE 


The price charged for any service or 
commodity in any business must con- 
form to a dual standard if the business 
is to survive and prosper. It must 
not be more than the value of the serv- 
ice or commodity, or the customer will 
not purchase. It must not be less 
than the cost of the service, or the un- 
dertaking cannot long continue to 
produce. Both of these standards are 
recognized by our commissions and 
courts as limiting factors in determin- 
ing reasonable rates. Good equity 
has conformed with sound economics. 
Perhaps the definition by Judge Swayze 
of New Jersey of a just and reasonable 
rate is as clear and comprehensive as 
will be found anywhere in the decisions. 

On the one hand a just and reasonable 
rate can never exceed~—perhaps can rarely 
equal—the value of the service to the con- 
sumer. On the other hand, it can never be 
made by compulsion of public authority so 
low as to amount to confiscation. A just 
and reasonable rate must ordinarily fall 
somewhere between these two extremes, so 
as to allow both sides to profit by the con- 
duct of the business and the improvements 
of methods and increase of efficiency. 
Justice to the consumer ordinarily would 
require a rate somewhat less than the full 
value of the service to him; and justice to 
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the company would, ordinarily, require a 
rate above the point at which it would be- 
come confiscatory. To induce the invest- 
ment and continuance of capital there must 
be some hope of gain commensurate with 
that realizable in other business; the mere 
assurance that the investment will not be 
confiscated would not suffice.: 


There is no legal requirement that 
the element of profit must be identical 
in each class of service rendered. 
Class rates are offered from necessity— 
that of getting the business. The rail- 
road rate to transport silk is many 
times the rate to transport coal. As 
modified by commissions and the self- 
interest of the railroads themselves, the 
lower rate for low-cost bulky commodi- 
ties is practically limited to the out-of- 
pocket cost, and in the apportionment 
of indirect or fixed costs, including the 
rate of return, the value-of-service 
principle is applied. So a class rate 
must cover class cost and, in accord- 
ance with both good equity and sound 
economics, out-of-pocket losses must 
not be incurred in one class of business 
and saddled upon other classes. 


Tue Taren D’s 


. There are unique conditions underly- 
ing the supply of light and power 
which make it unlike any other busi- 
ness. In the first place, electricity 
must be manufactured when demanded. 
It cannot be stored economically at 
the central station or at the customer’s 
premises. Size of the plant facilities is 
determined not by the average but the 
maximum number of kilowatts used. 
Many costs of operation and fixed 
charges continue whether power is used 
ornot. Soit has come to be recognized 
that the maximum use or demand is an 
important factor influencing cost and 
the form and rate of charge. In the 


ë Publie Service Gas Co. v. Board of Utility 
Commissioners, etc., 87 Atl. 651; affirmed 95 Atl. 
1079. 


THE ANNALS oF THE AMERICAN ACADEMY 


second place, electric service, unlike 
any other commodity or service, must 
be delivered without delay to wherever 
the customer desires to use it. Obvi- 
ously it costs less to distribute electric 
service where the company does not 
have to make a large investment in 
transmission and distribution equip- 
ment to reach the customer’s premises, 
and where the customer uses a large 
amount of electric energy. It costs 
more where the customer is one of 
many users of small amounts of energy 
who live in a densely populated area, 
and it costs still more where these small 
users are scattered over a wide area. 
So it has come to be recognized that 
the factor of density, as measured both 
by the number of customers per mile of 
line and the amount of current con- 
sumed per customer, has an important 
influence on cost and in turn on rates. 
Finally, the diversity of use in each 
class of service is of importance. If 
all or most of the residential customers 
simultaneously turn on their lights and 
operate their electrical appliances for 
cooking, washing, ironing, and clean- 
ing, they impose an -accumulated de- 
mand upon the electrie supply service 
far greater than is imposed by a manu- 
facturer who has a relatively larger 
amount of connected load, all of which, 
however, is incapable of being in opera- 
tion at the same time, due to the di- 
versity of uses to which the energy is 
put. The electric service business is 
unique in the number and the diversity 
of uses to which it can be applied. 
The industry’s big job is to sell its 
unsold. energy capacity and to put its 
huge distribution network to greater 
use. The industry has been able to 
sell its product cheaper every year 
because of more favorable conditions in 
the “D” family—premanp, a larger 
daily use of energy per customer; 
DENSITY, a larger number of customers 
per mile of line and more. kilowatt 
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hours per customer; DIVERSITY, a 
larger number of different uses of 
energy per customer. Constructive 
regulation recognizes that rates must 
be designed to encourage off-peak busi- 
ness, and thus improve demand; de- 
signed to encourage more customers 
and more wholesale business and thus 
improve density; designed to meet the 
value-of-service test in every sphere of 
usefulness to which electricity can be 
put, and thus improve the diversity. 
Such a rate policy means more busi- 
ness, cheaper cost, and lower rates. 

The electric industry has during the 
past twenty-five years been just as 
much affected by the high prices and 
cost of living as any other business. 
Costs of all kinds of material have 
increased by varying percentages. It 
has had to pay more for fuel—two and 
three times the level of twenty-five 
years ago.’ It has had to pay more for 
wages. Wages today in the electric 
industry are two and one-half times 
what they were twenty-five years ago.® 
It has had to pay more taxes. Taxes 
twenty-five years ago amounted to 
four cents out of every dollar of rev- 
enue; today they amount to more than 
ten cents out of every dollar of revenue.?® 
These increased costs of production 
and distribution would have resulted in 
high rates. However, the “D” family 
—DEMAND, DENSITY, DIVERSITY—not 
only prevented rates from going up but, 
notwithstanding higher cost of opera- 
tion, actually pulled rates down by 
providing more hours of daily use of 
central station energy capacity, by 
spreading plant cost over more cus- 
tomers and more service, and by pro- 
viding more uses of electric energy. 

7™Coal in 1928,” U. S. Bureau of Mines, 
Washington: 1931. 

8 Douglas, Paul, Real Wages in the United 
States, 1890-1926, Boston: Houghton,- Mifflin 
Co., 1930, p. 336. 


® Electrical News Items, National Electric Light 
Association, Oct. 28, 1931. 


PUBLICITY or AccouNTS 


A concerted attempt has been made 
by the industry’s critics to create an 
atmosphere of mystery about distribu- 
tion costs. Jt is said that the industry 
has purposely concealed the figures and 
that the subject of distribution costs 
has never been discussed in electrical 
or engineering circles. In view of the 
extensive list of literature dealing with 
this subject since 1892 and available 
to the public in the journals, proceed- 
ings, and reports, it is a deliberate mis- 
representation for any one to say that 
the subject is closed, that the data are 
concealed, or that there is any mystery 
about it at all.!° 

In every regulatory jurisdiction with 
which I am familiar, classifications of 
accounts have been prescribed and the 
electric utilities are required to keep 
their accounts in accordance therewith. 
In some of the older jurisdictions, such 
as Wisconsin, these detailed reports 
have been made a matter of public 
record for over twenty years. The 
prescribed classification of accounts of 
electric utility companies is particu- 
larly designed to permit a ready under- 
standing of the cost of electric service. 
There is a major group of accounts, 
for example, dealing with generation, 
which covers production and other 
operating costs up to and including the 
bus bar of the power station. Another 
major group of accounts covers the 
next step in operation, that of transmis- 
sion and conversion at substations. 
Still another major group of accounts 
covers the distribution system extend- 
ing from the substation to the custom- 
er’s premises. Further major groups 
of accounts, called “utilization” and 


v “Bibliography on Electric Rate Making, 
with Special Reference to Analysis of Costs and 
the Classification of Customers, 1883-1928,” 
Proceedings, National Electric Light Association, 
1928, pp. 1647-1656. 
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“commercial,” cover the various costs 
at the customer’s premises and meter- 
reading and billing costs. Finally, 
there are those classifications covering 
the costs which constitute the overhead 
or expense burden relating to the 
entire business, comprised under the 
headings “general,” “undistributed,” 
and “fixed charges,” the latter includ- 
ing such items as taxes, depreciation, 
and interest charges. 

The scheme of classification permits 
a far more logical presentation of each 
step of the electric supply business 
than, for example, the classification of 
accounts prescribed for the railroads by 
the Interstate Commerce Commission 
which separates the cost of mainte- 
nance, wherever it may be incurred 
throughout the system, into separate 
groups and classifies practically all 
operations under a single major heading 
zalled “transportation.” The classi- 
fication of accounts of electric utilities 
. does not merge the cost-of the entire 
process of rendering service as one 
zroup, but details that cost into its 
logical component parts. 

Not only are distribution costs avail- 
able in great detail for every public 
utility under commission jurisdiction, 
but data exist for a most profound 
study covering the variation of such 
zosts for a score of years. From these 
zeports it is possible to determine for 
any particular utility the cost of each 
step of furnishing service, not only in 
zotal, but per unit per customer, mile 
of line, kilowatt of demand, and kilo- 
watt hour, and it is possible to deter- 
mine for a number of years what items 
af actual cost vary with these unit 
zomponents. The whole idea of pub- 
icity of accounts was to enlighten 
Dublie opinion, and any customer may, 
zo his heart’s content, explore into 
those questions of cost and profit and 
-oss which are the business secrets of 
any other industry. I know of no busi- 


ness outside of the railroads whose 
costs constitute so open a book. 

Certainly one of the reasons for this 
reluctance on the part of critics to face 
the facts as to cost is that the facts do 
not support their charges. Such critics 
are complacent opportunists who falter 
but little at falsehood and not at all at 
misrepresentation, its next of kin, and 
they resort to elaborate attempts at. 
mystery and obfuscation of the simple 
facts of how costs are incurred by the 
various classes of utility service, as an 
easy and convenient smoke screen. 

It should, for example, be obvious 
even to the careless critic, and certainly 
to any one who gives the matter any 
thought, that the principal reason for 
large and widespread distribution sys- 
tems, generally representing two thirds 
of the investment of public utility 
companies, is the fact that there are 
many small customers, and that capi- 
tal expenditures and operating costs 
would be much less were it possi- 
ble to sell the same amount of serv- 
ice to large wholesale customers. Yet 
the theory is seriously advanced by 
careless commentators that the costs of 
distribution should be allocated in ac- 
cordance with the kilowatt hours sold, 
thereby shifting the cost burden from 
the small uneconomic customer of low 
load factor, who nevertheless is respon- 
sible for such cost, to the large and 
economical customer of high load factor 
who is responsible by virtue of his 
large use of energy for keeping the unit 
cost down. 

. The incidence of cost is a definite 
fact, not a mere matter of opinion. 
Certain costs, such as reading meters 
and delivering bills, are created as the 
result of service furnished to all cus- 
tomers; and it is a readily demonstrable 
fact, proven upon analysis, that these 
costs increase in the same proportion 
as the increase in the number of cus- 
tomers. Some one’s opinion that it 
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would be more desirable from the 
standpoint of so-called social justice to 
redistribute the incidence of cost so 
that the small customer should be for- 
given a portion of the cost which he 
creates, may be of interest and may 
have some merit in tempering the wind 
to the shorn lamb, but it is contrary to 
fact. The wind blows just as sharply 
against the shorn lamb as against his 
woolly brother. Disregard of eco- 
nomic facts which do not conform to 
preconceived social theories is one of 
the difficulties confronting the world 
today, and the electric utilities are not 
the only victims of it. 


Cost ANALYSES 


The present system of accounts has 
met every requirement during the past 
twenty years for such analyses as are 
necessary to determine whether or not 
certain rate schedules conform to cost. 
There is nothing novel in the prepara- 
tion of them. They have been made at 
intervals by every company with which 
I am familiar, and are included in most 
records of rate cases where the question 
of discrimination as between various 
schedules has been seriously raised. 
The principles of such cost analyses 
are well established and there is abun- 
dant literature on this subject for the 
student. Naturally they involve a 
knowledge of the business, training in 
the principles of cost accounting, and 
the use of some judgment; because 
while some classes of property are 
specifically devoted to certain classes of 
service such as, for example, street 
lighting circuits to street lighting, a 
large proportion of the property is 
common to all classes and must be 
apportioned on the basis of the unit 
with which such investment varies. 
The same is true of operating expenses. 
It is not possible to segregate the kilo- 
watt hours generated in a power station 
as between various classes of service. 


In a large interconnected system, 
these problems of apportioning com- 
mon expenses present a complex pic- 
ture, requiring special analysis in each 
particular case. But such analyses 
are no more complicated than those in- 
volved in many other businesses, and 
the data, therefore, are in most respects 
readily available in the reports which it 
is obligatory that the electric com- 
panies file with the regulatory author- 
ities. There has been an attempt in 
some places to charge that the utilities 
are negligent in not having available 
up-to-the-minute analyses of this char- 
acter as a matter of public record. To 
those who are familiar with cost anal- 
yses, the absurdity of such requirement 
is apparent. The cost is only one of 
the factors which must be taken into 
consideration by the regulatory author- 
ities in determining the proper rate for 
service, and such analyses are necessary 
only when rates are in question. This 
is not the mere opinion of some one 
interested in minimizing the mass of 
detailed reports now required by regu- 
latory bodies. It is the testimony as 
well of those who appear as experts in 
behalf of consumers. 

John Bauer, Director of the Ameri- 
can Public Utilities Bureau, stated 
before the Taylor Society in 1929: 


While accurate cost analysis is essential 
for rate making, the base of allocations must 
be carefully considered from the standpoint 
of the special facts of each company in rela- 
tion to the consumers affected. When such 
an analysis has once been made, I do not 
see any great benefit from continuous ac- 
counting to present, for each month or for 
each year, complete cost allocations cover- 
ing all the various costs incurred by the 
company. The vast details would not 
only be tremendously expensive, but might 
readily interfere with intelligent, subse- 
quent analysis and rate determinations. 
It is necessary to have accurate costs in 
relation to the various functions of service. 
For the most part, however, the existing 


W THE ANNALS OF THE AMERICAN ACADEMY 


c.assifications already provide quite ade- 
quately for such costs as a matter of 
regular accounting." 


RESIDENTIAL RATES AND 
INDUSTRIAL RATES 


When critics make the general charge 
taat electric rates are unjustly discrim- 
inatory to the residence customer, they 
usually try to support it in two ways. 
First, they allege that too large a dis- 
crepancy exists between the rate for 
tae residential customer and the large 
industrial power customer; and, sec- 
cud, they cite instances where the resi- 
dential customer in one locality pays 
less than residential customers in other 
localities. 

The charge that there was an unjust 
differential between residential rates 
aad large industrial power rates was 
made by the Giant Power Board in 
Fennsylvania in December 1926. Based 
on studies summarized in its report to 
Governor Pinchot, the Board reached 
tais conclusion: “The cost of serv- 
iee to serve the small consumers is 
cnly three times that of serving large 
consumers, but the former pays ten 
tmes as much for the same unit of 
current as the latter.” 

A detailed reply was made to this 
charge in the report of the Rate Re- 
search Committee of the National Elec- 
tric Light Association in June 1927, 
which was summarized as follows: 


It was shown that, under the theoretical 
cost analysis of the Giant Power Board of 
Fennsylvania, on the basis of the figures of 
izs own engineer, the domestic consumer 
barely pays his fixed charges, to say nothing 
cf paying the power production cost for 
tne amount of energy consumed. It was 
shown that cost analysis is not new to the 


1 Bulletin of the Taylor Society, April, 1929, 
p- 99. 

12t Report of the Giant Power Board to the 
Governor of Pennsylvania, Dec. 7, 1926, Harris- 
burg, Pa., (1927) p. 18. 


electric industry, and that it has been 
aware of analysis principles since Dı 
Hopkinson gave the world his classic g 
in 1892. It was shown that the sr 
between domestic and power rates is 
peculiar to the electric industry, but an: 
exists in other large-industries; that 
price of a retail commodity is often fr 
to 6 times that of the wholesale pric 
the same commodity. It was shown 
domestic rates as a rule, are highest in 1 
cities where there is little industry 
consequently low demand for ele 
energy. And it was shown, in detail 
upon well-established authority, that c. 
fication of service is fundamental tc 
industry, and that no classification or 
structure that throws an unreaso! 
burden on one class of consumers tc 
advantage of another is justified, but 
there is nothing in law or equity requ 
every class of consumer to contribute 
mathematical equality to the cos 
return,18 


Thus the charge was answered. 
facts were not, could not be, dei 
There was no rebuttal presented by 
critics—only a repetition of the 
charges, this time in an open lett 
the electric industry printed in a } 
phlet, What Price Electricity in 
Homes?, by Morris Llewellyn Cc 
wherein the criticism took this f 


The burden of justifying prices sl 
rest very heavily upon those who sel 
commodity, as electricity is comn 
sold, for five, seven or ten times the c 
production. Such extremes are r 
reached in marketing the products o 
farm or factory.“ 


The Rate Research Commit 
1928 report made this detailed 1 
to the Cooke pamphlet: 


So long as over three quarters of tl 
vestment in property and plant for don 
and retail service must be devoted tt 


13 Proceedings, National Electric Light As 
tion, 1928, p. 1689. 

44 Cooke, Morris Llewellyn, What Price 
tricity in Our Homes?, Philadelphia. 


Ven 
tributing electric energy, such investment is 
still in large part used irregularly aiid not 
continuously, such a differential in cost of 
service may be expected in‘ many geom 
munities, 


Detailed proof was presented in the 
report, as follows: ` 


The average revenue per kiv Rous 
from all domestic service in the United 
States in 1927 was 4.6 times the average 
revenue from wholesale power service, as 
against 4.8 times in 1926. This is evidence 
of the falsity of the statement that a rate 
spread of ten-to-one is common-in the in- 
dustry, and that domestic rates generally 
are from five to ten times as great as whole- 
sale power rates. 


The Committee’s PEE A A 
specifically to decisions of state zcom- 
missions and presented detailed studies, 

. Including the actual experience of one 
of the largest California light and 
power companies, in which case it was 
shown that its average revenue per 
kilowatt hour for domestic service was 
only three and one-half times its aver- 
age for wholesale power. Today the 
average residential sales price for the 
whole industry is four and one-quarter 
times the average price for curtent sold 
for industrial power." -y 

Thus the charge was answered again. 
And the answer in the Rate Research 
Committee’s 1927 report was repeated 


in a summary in the 1928 report. ` 


Again there was silence among the 
critics—no rebuttal whatever. Never- 
theless the same old charges are, from 
time to time, resurrected. Buried and 
reburied under an avalanche of facts, 
yet, like evil germs, the charges’ have 
so far disdained the shroud and have 


16 Proceedings, National Elecirie Light Associa- 
tion, 1928, pp. 1640-1641. 

18 bid., p. 1642. 

Residential average revenue per kilowatt 
- hour in 1980 6.04 cents, or only 414 times average 
industrial power revenue of 1.43 cents per kilo- 
watt hour. National Electric Light Association 
statistical bulletins. 
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not. died. “No doubt truth will uli 
mately “prevail, but it is difficult f 
truth atch up with falsehood. 
= “5 to 1—Nor “15 To 1” 

Céisiderable critical publicity w: 
given to an address by the Honorab 
Frederic Sackett, Ambassador to Ge 
many, before the World Power Co: 
ference last year, based upon h 
statement: “I know of no other mam 
facturing industry where the sale pri 
of the product to the great mass | 
the consumers is fifteen times tl 
actual cost of the production of tl 
article sold.” !8 The speaker prob: 
bly intended his statement as a 
inspiration to engineers to chang 
methods of production and distributio 
so as to reduce the spread—not as 
criticism of shortcomings of’ the i 
dustry—tfor he referred to it as “tE 
one -great ndustry whose product 
cheaper ‘today than in prewar times, 
which “is such a proof of efficiency i 
management and operation that tk 
layman is constrained to marvel at th 
perfection of the service wrought. 
But the statement has been seized upo 
by our destructive critics as evidence ¢ 
discrimination against the residenc 
consumer. The ten-to-one slogan < 
the Giant Power Board has been suc 
ceeded by the fifteen-to-one slogan. 

In-the first place, Mr. Sackett un 
fairly -compared the bare operatin 
costs at the power station under mos 
efficient -conditions with an averag 
sales price at the customer’s premise: 
He omittéd maintenance, depreciatior 
taxes, and return on investment; h 
also omitted the cost of energy los 
in transmission. Corrected for thes 
omissions, the average cost of th 
kilowatt hour sold at the bus bar i 
1.25 cents.!? The average realization fo 


18 Address of Frederic M. Sackett, Secon 
World Power Conference, Berlin, June 18, 198( 
19 Generating costs—including operating cost 
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residential service at the present time is 
5.9 cents, indicating a spread of less than 
five to one rather than fifteen to one. 

The reason for this five-to-one spread 
lies in the inherent characteristics of 
the electric supply business, which I 
have previously pointed out, namely, 
that electricity cannot be stored and 
that it must be delivered without delay 
whenever and wherever the customer 
desires to use it. If it were possible to 
accumulate electric power and if it 
were possible for the residential cus- 
tomer to visit the power plant with his 
own bucket and buy the “juice” f. o. b. 
plant, there would be no spread. No 
more economical load has ever been 
provided the central station than that 
of battery charging during off-peak 
hours, but such a method has not 
proven practicable because of the 
capital cost, weight, and transportation 
difficulties of batteries. Another Edi- 
son, if we may conceive of such a possi- 
bility, may some day discover an eco- 
nomical and practicable method of 
storage and transportation of that elu- 
sive force called electricity; but until 
then, the economics of the business 
must govern. 

At the present time a company is 
fortunate when it can sell 50 per cent of 
the energy it is able to produce with 
existing capacity during a twenty-four- 
hour period, and a company is fortu- 
nate when its distribution system carries 
10 per cent of its carrying capacity 
during a twenty-four-hour period. 
Additional business could be carried at 
very small additional costs provided it 
was the kind of business that encour- 
ages greater use without increasing the 
demand. 





fuel, fixed charges, labor, maintenance, and sup- 
plies, 114 cents per kilowatt hour at load factor 
of 80 per cent—a load factor much higher than 
that of the average residence. See Fig. 3, Pro- 
“ceedings of National Association of Railroad and 
Utilities Commissioners, 1980, p. 336. 


Recent reports—not from within the 
industry but from public authorities 
—hbear out these statements. For ex- 
ample, a committee of the National 
Association of Railroad and Utilities 
Commissioners in 1980 made a report 
on the generation and the distribution 
of electric power, which rendered an 
important public service in examining 
and evaluating the factors affecting 
electiic rates. The report was premised 
on the fair approach that the- ideal 
rate is one which assesses to each 
customer the true cost of serving 
him. The committee says it is im- 
probable that sufficient data will ever 
be available to eliminate arbitrary 
opinion entirely from any study of 
electric costs. : 

The Commissioners’ report shows, 
based on data of a large number of 
companies, cost of generation ranging 
from 2.9 cents per kilowatt hour at a 
10 per cent load factor to 5.5 mills 
per kilowatt hour at a 90 per cent load 
factor—a spread of over 5 to 1.29 It 
shows transmission, conversion and 
storage expenses, including fixed 
charges, ranging from 114 cents at a 
load factor of 15 per cent to 2 mills 
with a load factor of 90 per cent—a 
spread of over 6 to 1.” The study dis- 
closes distribution system investment 
in dollars per customer ranging from 
$250 when there are 10 customers per 
mile, to $75 when there are 150 cus- 
tomers per mile—a spread of over 3 to 
1.2 Based on 40 customers per mile— 
an average community situation—it 
shows total for all costs excepting 
generation, and including fixed charges, 
of 11 cents per kilowatt hour for annual 
consumption of 400 kilowatt hours per 
year, and ranging to 1 cent for annual 
consumption of 2,700 kilowatt hours— 


20 Proceedings, National Association of Railroad - 
and Utilities Commissioners, 1980, p. 336, Fig. 3. 

4 Ibid., p. 887, Fig. 5. 

2 Ybid., p. 338, Fig. 6. 
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a spread of 11 to 1.4% The report con- 
cludes, on the basis of these figures, 
“that the domestic customer with an 
annual consumption of between , 500 
and 1,000 kilowatt hours is paying 
slightly less than the cost of. serving 
him while those with consumptions of 
1,200 per year or over are paying some- 
what more than their share’ of the 
costs.”* The customers using less 
than 500 kilowatt hours per year— 
constituting in many cases a majority 
of the customers served—pay consider- 
ably less than the cost of serving them. 
A year or two ago Morris Llewellyn 
Cooke addressed an open letter to the 
Federal and state commissioners advis- 
ing them that based on studies made 
by him, “. . . the whole cost of distri- 
„bution is approximately $7.50 per year 
per domestic consumer for 500 kilowatt 
hours of service, or a cent and one half 
per kilowatt hour.” 

That the commissioners may seri- 
ously question the figuré here given is 
evident from the studies made by their 

33 Proceedings, National Association of Railroad 
and Utilities Commissioners, 1930, p. 341, Fig. 9. 

2 Ibid., pp. 332-333. 

25 Cooke, Morris Llewellyn, On ihe Cost of 
Distribution of Electricity to Domestic Consumers, 
Philadelphia. Since the appearance of this 
pamphlet Mr. Cooke has made public assertions 
that no data exist to enable the accurate deter- 
mination of distribution costs—a contradiction 
of his own findings in the above pamphlet. See 
“Electric Distribution Costs,” 4. S. M. E. News, 
January, 1931; also “Shoring Up The Regulation 
of Electrical Utilities,” Harvard Business Review, 
April, 1980, pp. 316-828." In the latter the 
author states: “The desirability of adopting 
routine cost-finding procedures, comparable to 
those common in other American industries, has 
frequently been expressed within the industry 
itself. In response, committees have been ap- 
pointed by the National Electric Light Associa- 
tion from time to time, only to be disbanded 
without making reports.” The National Elec- 
tric Light Association has neither formed nor dis- 
banded any committees such as referred to by 
Mr. Cooke. The Rate Research Committee has 
made reports on analyses of costs, including 
those of Mr. Cooke, and so far he has made no 
refutation thereof. 


Moe 


own cranes which show that under 
average customer density, costs exclu- 
sive of generation are approximately 
6.5 cents per kilowatt hour for 500 
kilowatt hours per year, and are not 
as low as Mr. Cooke’s estimate of 1.5 
cents per kilowatt hour until the cus- 
tomer uses 1,700 kilowatt hours per 
year.” 

The average consumption of residen- 
tial customers for the twelve months 
ended June 30, 1931 was 570 kilowatt. 
hours, with an average revenue per 
kilowatt hour of 5.9 cents.?” The aver- 
age revenue per kilowatt hour for resi- 
dential service has been declining stead- 
ily and the kilowatt-hour use has been 
constantly increasing. For example, 
the average rate per kilowatt hour was 
7.3 cents in 1925 and the average an- 
nual consumption was $96 kilowatt 
hours.” Projecting this line of im- 
provenient it would appear that an 
average annual consumption of 1,500 
kilowatt hours per residential customer 
would result in an average price of 3 
cents per kilowatt hour. This figure 
is confirmed by the present experience 
of companies having such a high figure 
of average customer consumption. 
These figures suggest that the solution 
of the problem of the spread to which 
Mr. Sackett referred does not require 
the genius of another Edison, but 
simply the encouragement of increased 
use and its attendant improvement of 
load -factor ‘to figures rivaling those of 
the power users. 

Somewhat similar conclusions are 
voiced in the report of the St. Lawrence 
Power Development Commission of the 
State of New York, published in the 
early part of this year. In speaking of 
rate schedules and costs, the report says: 


26 Proceedings, National Association of Railroad 
and Utilities Commissioners, 1930, p. 341, Fig. 9. 

27 National Electric Light Association statisti- 
cal bulletins, 

28 Ibid. - 
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The development of the electric industry 
has depended, and because of the large 
proportion of joint costs inevitably must 
depend, upon substantial diversification in 
rates applied to various purposes. Indus- 
trial power, for example, will not stand high 
rates as a class because industry has avail- 
able alternative supplies of power. It 
must, therefore, have electric rates low 
enough to compete successfully with alter- 
native power; but the rates must be high 
enough to cover the actual out-of-pocket 
costs and to contribute to the extent of its 
ability to the joint costs.2 


Applying these principles to the 
particular conditions surrounding the 
utilization of the water of the St. 
Lawrence River for power purposes, 
the Commission reaches this significant 
conclusion: 


If St. Lawrence power were supplied 
exclusively to domestic customers, having 
a load factor of 15 per cent, only 15 per 
cent of the total energy from St. Lawrence 
could be utilized and 85 per cent would be 
wasted. The cost of the energy utilized at 
the generating station would, therefore, be 
nearly seven times the cost on the basis of 
100 per cent use.3? 


The truth of the matter—and this is 
borne out by data published by the 
Rate Research Committee of the Na- 


‘tional Electric Light Association, to 


which I have referred, and which have 
not been refuted to my knowledge even 
by destructive critics of the industry, 
and borne out also by independent 
studies made by disinterested public 
officials to which I have just referred— 
is that the small residential customer 
who uses less than 500 kilowatts a year 
is not paying his board in the great 


‘majority of instances and is therefore 


being served at a loss. Analysis in 
many cases has shown that this loss is 


29 Report of St. Lawrence Power Development 
Commission to Governor Roosevelt and the 
Legislature of the State of New York, Jan. 15, 
1981, p. 84. 

30 Ibid., p. 66. 
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being saddled upon other classes of 
customers. Regulatory authorities as 
well as management, interested in the 
healthy expansion of the business, are 
interested in making this class of 
customer a paying proposition. The 
small customer who demands but does 
not use service, who requires facilities 
that are in idleness most of the time, is 
our common problem. 


i . 
“Tan NONPAYING CUSTOMER 

Our destructive critics who preach 
government ownership are having a 
sorry time trying to support the fiction 
that the residential class of customer is 
being overcharged. The persistently 
nonpaying customer who demands 
service but does not use it is a drain and 
a liability; to borrow a term from the 
lexicon of the Socialists themselves, a 
parasite. 

In February 1928, United States 
Senator Norris, who is a habitual critic 
of the industry, declared on the floor of 
the Senate that the electric rate he 
was charged was so high as to prevent 
the liberal use of current which he. 
would wish and which would be possi- 
ble if rates were around four cents per 
kilowatt hour. He said: 


I used to live in an eight-room house in 
the city of Washington, and my consump- 
tion was from 40 to 50 kilowatt hours per 
month. If electricity had been reduced 
from 10 cents, as it then was, down to let us 
say, 4 cents, the amount of electricity I 
consumed would have been four times as 
great. I would have cooked by electricity, 
I would have had an electric washing 
machine and an electric ironing machine, 
because I could have afforded it. It 
would have been a good financial invest- 
ment for me, if I were a poor man, to do it. 
But when electricity is 10 cents, or 8 cents, 
or something of that kind, you cannot 
afford to do it. It costs too much money, 
and a poor man cannot use it. 


31 Senator Norris, Congressional Record, Feb. 
28, 1928, p. 3552. 
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The Senator referred to rates in the 
City of Washington, which is served by 
a company with which I am associated. 
The Rate Research Committee of the 
National Electric Light Association 
answered his statement which had mis- 
represented the Washington. rates as 
being as he put it “10 cents or 8 cents 
or something of that kind,” by reiterat- 
ing the true rates, which were a matter 
of public record. The Committee 
showed that the appliance rate was 
only 3 cents per kilowatt hour for all 
electricity used after a minimum of 10 
kilowatt hours at 5.9 cents. It was 
also pointed out that the cost of oper- 
ating 22 electrical appliances, including 
such important ones as range, refriger- 
ator, washing machine, dishwasher, 
and ironer, altogether using an average 
of 253 kilowatt hours a month, would 
have cost at these rates only $9.70, or 
3.8 cents per kilowatt hour. 

The Senator was asked by the Rate 
Research Committee whether it ‘could 


be seriously contended that the price of 
electricity is such as to prohibit the use of 
these general appliances? Does the house- 
holder refuse to get a vacuum cleaner for his 
home because it will cost him 15 cents a 
month to run it, and will he prefer to have 
the cleaning done by brooms and sweepers? 
Does 12 cents per month keep him from in- 
stalling an electrical clothes washer? Or 24 
cents a month from getting a percolator? # 


The Senator did not answer these 
questions, but it is doubtless safe to 
assume that he could have.afforded out 
of his monthly senatorial salary of 
$833.88 the modest sum of $9.70 for 
operating all of the electrical appli- 
ances, both necessities and luxuries, in 
the equipment of a complete electrical 
home. And it would seem that he can 
now afford it the more because his 
salary is the same and, with the lower 
electric rates now in effect, the 253 


32 Proceedings, National Electric Light Associa- 
tion, 1928, p. 1639. 


kilowatt hours would cost him only 
$5.50- per month. Reductions have 
been made in the rates in Washington 
each year since 1924, under a sliding 
scale of return, and throughout 1931 
the lighting rate has been 4.2 cents per 
kilowatt hour, and the rate for appli- 
ances 4.2 cents for the first 10 units 
and 2.1 cents for each additional unit. 

In calling a meeting of political 
Progressives in Washington early this 
year, the same Senator, referring to his 
favorite slogan, the “power trust,” 
made this extraordinary statement: 

It makes its unholy levy upon all classes 
of our people. The student, poring over 
his lessons under an electric light, contrib- 
utes his share. The washwoman, support- 
ing her fatherless children, cannot escape 
the financial exactions of the power trust. 


Recalling his statement that if rates 
were around four cents he would have 
used four times as much electricity, or 
some two hundred kilowatt hours a 
month, I inquired of the company 
which serves him as to the present 
status of thé customer and was quite 
amazed and discouraged to find that 
he had not increased his use but had 
actually lowered it, and in many 
months was not using even the mini- 
mum amount of electricity. Let us 
hope that his interest on behalf of 
other consumers is not as academic as 
is his own, for if it were, we should both 
be the worse for it. 

So the situation resolves itself into 


this: The parasitic customer must be 


carried on the shoulders of those who 
must pay more for the unwelcome 
privilege of supporting him. And it 
seems unduly aggravating that the. 
smoke screen which veils the facts and 
beclouds public understanding should 
issue from any one in the parasitic 
class, who demands but does not use. 

3 Proceedings of a Conference of Progressives, 
a at Washington, D. C., March 11 and 12, 1981, 
p. 9. 
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“ BATTING AVERAGES” 


Another case of misrepresentation on 
the part of the critics of the industry is 
their attempt to support their charges 
of discrimination by making isolated 
comparisons of what residential custom- 
ers pay in other localities, particu- 
larly under municipal ownership in this 
country and in Canada. Such com- 
parisons have no standing as evidence, 
of course, before regulatory commis- 
sions and the courts except when ac- 
companied by evidence of substantial 
similarity of conditions. The critics 
who are motivated by malice unfortu- 
nately seek a grain of comfort and some 
seeming corroboration from the occa- 
sional instances of people within the 
industry who, through excessive zeal, 
sometimes make isolated comparisons 
that are not fair. 

Lack of facts cannot be the excuse of 
the destructive critics of the industry, 
for they have been the first to complain 
when confronted with comparisons of 
actual rates which belie the cause of 
public ownership which they espouse. 
Carl D. Thompson, secretary of the 
Public Ownership League of America, 
who was introduced by Donald Rich- 
berg at the 1931 Progessives’ conference 
as ‘both constructive and destructive 
in his labors,” has said: 


Now, of course, it is easy enough to pick 
out instances of municipal plants that have 
rates higher than the average, and by com- 
paring them with private plants that have 
rates that are lower than the average, 
make out a case against municipal owner- 
ship. But that sort of argument doesn’t go 
very far with anybody any more. It is the 
“batting average” that tells the story in 
baseball. And it is the average rates that 
tell here.*4 


Kenneth Harlan, public utilities ex- 
pert of the city of Tacoma, has stated 
that “the ordinary rate comparisons are 

4 Sacramento (Cal.) Bee, Apr. 27, 1928. 


of little value, for there are points in 
any rate structure that can easily be 
chosen which will show to the advan- 
tage or disadvantage of any respective 
utility.” He says further that 


a method of rate comparison, however, 
which is accurate and true, is the compari- 
sori of the total amount of energy sold to 
customers divided into the gross revenues 
received therefrom which results in an 
average rate . . . and which, in the last 
analysis reveals the true status of the rate 
structure. 


The Rate Research Committee de- 
voted considerable comment to many 
of these charges both in the 1927 and 
1928 reports. The Committee pointed 
out the limitations of such comparisons 
when no evidence is offered of simi- 
larity in circumstances and conditions, 
and emphasized its reluctance to enter 
upon the comparison of rates or aver- 
age unit revenues without qualifying 
data as to differences in conditions. 
You will find these qualifying state- 
ments in quite plain language in the 
foreword to the reports. 

It is rarely that the “batting av- 
erage” discloses results wished for by 
the public ownership adherents. This 
is so both in this country and in Can- 
ada, as has been pointed out in the 
reports of the Rate Research Com- 
mittee. The Committee: also pointed 
out the gross error made by Carl 
Thompson in his book Public Owner- 
ship when he said: 


On the basis of the average experience of 
the country in the matter of rates charged, 
were the entire amount now sold by private 
companies at their average rates sold under 
muncipal ownership at the average rates 
charged by municipal plants, the resulting 
saving would be almost enough in a single 
year to purchase and pay for every munici-' 
pal plant in the United States; and in 
twenty-six years the savings would be 


35 Quoted by Senator Walsh in Congressional 
Record, Feb. 15, 1928, p. 3110. 
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sufficient to purchase and pay for .every 
private plant in the United States, valued 
now at $2,933,00,000.36 


His figures related to 1917, although 
the book appeared in 1925. The 
United States Census report on which 
he stated that he based his statement 
shows that the “batting average” of 
the private plants, i.e., the average 
price received for the sale of their 
current, was 1.551 cents per kilowatt 
hour. The average price received by 
the municipal plants for their sales 
amounted to 3.214 cents a kilowatt 
hour, or 107 per cent higher than the 
“price received by the private plants. 
In other words, if, as suggested by 
Mr. Thompson, the private companies 
had sold their output at the average 
rate received by the municipal plants, 
` there would have been not a saving but 
an added cost to customers of $495,- 
000,000, or four times the total value 
` of plant and equipment of all municipal 
plants in that year.” An error of half- 
‘a-billion dollars in the author’s compu- 
tations is casually passed over by his 
followers. 
Two years ago Professor William E. 
Mosher and his associates published a 
book on utility economics under the 
auspices of Syracuse University. They 
solemnly took the Rate Research 
Committee to task for predicating any 
figures on the basis of average revenues 
per kilowatt hour, announcing that 
such averages and rates themselves 
were two different things. This could 
have been news only to those outside of 
the industry. Iam sure that Professor 
Mosher and his coauthors failed to read 
the qualifying phrases in the foreword 
to the report of the Committee as to 
the validity of such comparisons. 
The Mosher conclusions on the “bat- 


36 Thompson, Carl D., Public Ownership, New 
York: Crowell, 1925, p. 280. 

37 Proceedings, National Electric Light Associa- 
tion, 1928, p. 1635. : 


ting average” method do not square 
with the notions of Carl Thompson, 
Kenneth Harlan, and other critics of 
the industry. And a check of the 
Mosher book shows, for example, a 
comparison of the rate for a residential 
customer using 30 kilowatt hours a 
month with that for a commercial 
customer using 270 kilowatt hours a 
month to show that the residential 
lighting customer really pays a higher 
rate in Ontario.28 Would not fairness 
dictate comparison of similar things? 

In fact, on the question of discrim- 
ination in Ontario, the authors conclude 
from their studies that 


There seems to be no sound basis for the 
repeated contention that large industrial 
consumers are penalized in Ontario by sub- 
sidizing small users, at least to such an 
extent that the practice brings their costs 
above the average that is paid in New York 
cities.39 


Yet the book itself gives some 
comparative rates and it also actually 
gives illustrations of such subsidies. 
For example, according to the Pro- 
fessors’ table of rates in the City of 
Toronto, a power customer using 2,000 
kilowatt hours a month and having a 
load factor of 28 per cent actually 
pays more per unit than a residential 
customer using 175 kilowatt hours a 
month and having a load factor of 
only 6 per cent. And it is inconceiv- 
able how any presumably impartial 
academic study could have omitted any 
reference to the historic trend of rates in 
Ontario to which detailed reference 
was made in the 1928 report of the 
Rate Research Committee. I will 
quote from that report: 


The political character of electric rates in 
Ontario can be clearly traced, having be- 


38 Mosher, William E., and others, Electrical 
Utilities—The Crisis in Public Control, New 
York: Harper & Brothers, 1929, p. 243. 

3 Ibid., p. 260. 
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come quite noticeable in the average 
revenues of 1920, with increasing disparity 
since that time. Prior to 1920, the relation 
of rates in Ontario, as between domestic 
and commercial customers, was similar to 
that in the United States, and similar to 
general economic practice as relating to the 
sale of retail and wholesale commodities. 
Up to that time the domestic consumer, who 
uses the smallest amount of energy, requires 
relatively large station equipment for his 
use, and who uses his energy but a few 
hours of the twenty-four, paid the highest 
unit rate. The commercial lighting con- 
sumer who uses from three to ten times the 
energy used by the domestic consumer, and 
who utilizes his equipment for a longer 
period each day, paid unit prices somewhat 
less than the domestic unit rates. The 
large power consumer, who uses great 
quantities of energy and for long periods of 
the day, was given the lowest unit rates 
owing to the lower cost of production and 
distribution on a large scale. Gradually 
the reversal of this policy began in On- 
tario. Domestic rates were lowered dras- 
tically; commercial rates were maintained 
at about the same level, and power rates 
were increased. By 1920 the commercial 
customer was required to pay as much as 
the domestic customer. Today he pays 
considerably more. . In general, the 
large reductions made in domestic rates 
have been made possible only through the 
maintenance of the commercial rates at 
practically their former levels and by 
substantial increases in power rates.‘ 


Confirmation of the Rate Research ` 


Committee’s findings that industry in 
Ontario does subsidize residential 
business is given by Ontario Com- 
missions in their own official reports. 
These conclusively refute the Profes- 
sors’ conclusions that discrimination to 
the advantage of residential customers 
does not exist. The 1930 report of the 
Toronto Transportation Commission, 
which purchases the energy for it street 
railways from the Ontario Hydro 
Commission, said: : 


40 Proceedings, National Electric Light Associa- 
tion, 1928, p. 1627. 


In 1929 the average domestic consumer 
who only uses 1,392 kilowatt hours per year 
delivered at his premises paid 1.542 cents 
per kilowatt hour. A large proportion of 
domestic consumers obtained their power at 
even lower costs than this. In comparison 
with these rates the Transportation Com- 
mission, a single customer, equivalent to 
some 30,000 average domestic consumers, 
bought direct current power in 1929 from 
the substations of the Toronto Hydro de- 
livered at the substation switchboards and 
was charged an average of 1.928 cents per 
kilowatt hour. The Transportation Com- 
mission is one of the largest customers of 
the Hydro Commission, paying nearly one 
and one-quarter million dollars annually for 
power. -And it does not believe that a 
correct cost analysis would show that the 
Commission should pay more for power 
than a small residence customer.“ 


This statement as to the failure to 
predicate rates by classes on proper 
cost analysis is most eloquent. How- 
ever, I will call also on the head of the 
Toronto Hydro Commission, quoted in 
a Toronto newspaper as follows: 


General Manager Ashworth stated that 
the reduction (of 1714 per cent in industrial 
power rates) was in keeping with the Com- 
mission’s policy to reduce rates to a class of 
customer to whom the cost of power is a 
large factor. The Commission, he stated, 
refused to consider a reduction to the 
domestic consumer, because he was ob- 
taining his power at lower than cost, and 
the difference was being made up by the 
manufacturer.” 


DISCRIMINATION BY GOVERNMENT , 


The analysis of operating costs of the 
United States Post Office Department 
has resulted at least in eliminating this 
governmental service as a model for 
public ownership of public utilities. 
Classification of customers or uses 
exists, of course, but the costs and 


41 Toronto Transportation Commission, Ninth 
Annual Statement, Dec. 31, 1930, p. 6. 
42 Toronto Globe, Jan. 24, 1931. 
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revenues of each class are in almost 
absurd proportions. One of the in- 
herent dangers in any plan of socializa- 
tion of the electric and other industries 
is that any extensive government own- 
ership and operation would not be the 
“yard-stick” which the public owner- 
ship group so vigorously champion, but 
only another huge service as burden- 
some, for the same reason, as the 
post-office service. 

There is no proof that a govern- 
ment-owned. electric department would 
distribute exact justice as between dif- 
erent classes of customers. In fact, 
government operation of the post office 
is directly to the contrary. If the 
dreams of the public ownership group 
should come true and a United States 
Electric Department were created, we 
might expect to hear a defense of it 
from the public-ownership group in the 
same language which they now use to 
excuse the failure of the Post Office 
Department. To get an idea of how it 
would sound, let us take actual state- 
ments made by members of the Senate! 
and simply substitute in lieu of the 
word. “post office” the words “govern- 
mental electric,” as follows: 


This governmental electric service is estab- 
lished and maintained for the comfort and 
the convenience and the happiness and the 
education of all the people. We have to 
pay the bill anyway, and it does not make 
very much difference whether we pay it one 
way or whether we pay it in another. It 
does not make very much difference 
whether we pay it buying electrical service 
or whether we pay it out of the Treasury 
directly. Tt is all paid, in any case, by the 
people of the country. 

The people of the country do not care a 
rap whether the: governmental electric 
service is self-supporting or not. 


The postal service, since the dis- 
closure of classification of revenues and 


8 Senators Norris and Moses, Congressional 
Record, Feb. 14, 1927, p. $671. 


expenses, is no longer looked upon as a 
criterion for the governmental assump- 
tion of electrical service. This was 
admitted in a recent statement by 
Norman Thomas; leader of the Social- 
ist Party, before the Institute of Public 
Affairs of the University of Virginia, 
when he said: “Generally speaking, 
operation of public enterprises should 
follow the model of the Ontario Hydro 
Electric Commission rather than of the 
post office.” 

It is obvious that the post office 
cannot be a model for equity in hand- 
ing out impartial justice to classes of 
customers. The cost studies carried 
on by the Postal Department are quite 
detailed and thorough, and disclose the 
distribution of revenues and expenses 
by classes of service. From 1921 to 
1930 the aggregage postal deficit from 
operations amounted to 580 million 
dollars, and the estimate for the year 
1931 is 150 million dollars. The De- 
partment has been vainly trying to 
place the business upon an even keel. 
The cost analysis for 1930 shows that 
first class not only pays its way but 
carries a portion of the burden of all of 
the other classes, which pay consider- 
ably less than their out-of-pocket cost. 
For example, second-class mail, which 
is used principally by newspapers, is a 
subsidy in their favor, because they pay 
only 1.9 cents per pound although it 
costs the Government 7.3 cents per 
pound.‘ : 

These cost analyses relate only to 
operating expenses, and I am informed 
by the Post Office Department that it 
“has no source of information which 
gives data as to the aggregate value of 
property, owned or leased, used in the 


4 New York Times, May 31, 1931. 

4 Cost Ascertainmeni Report Showing the Cost 
of Carrying and Handling the Several Classes of 
Mail Matter and of Performing the Special 
Services for the Fiscal Year 1930, United States 
Post Office Department. 
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postal service.” Electric costs to the 
residential customers—indeed to all 
customers—could be materially re- 
duced if the costs were, like postal 
costs, based on operating expenses only 
and a cheerful group of taxpayers could 
be induced to take care of the fixed 
charges. Criticism of the Post Office 
Department is, of course, not of the 
operating organization but of the 
political control under which it is 
obliged to operate. 


DISCRIMINATION UNDER POLITICAL 
OPERATION 


Now that the issue has been clearly 
drawn as between public and pri- 
vate operation, the question is timely 
whether justice to the separate classes 
of customers is more likely to be in- 
herent under public than under private 
operation. The answer to this ques- 
tion is not mere speculation. The 
examples which I have quoted furnish 
a factual answer. Governments, ex- 
cept for the restraint of the courts, are 
not disposed to hand out even justice. 
“To the victor belong the spoils” is 
still the slogan of political parties, and 
the victorious political party rules the 
government. Our systems of taxa- 
tion, despite provisions in the law for 

4 See address of Frederic A. Tilton, Third 
Assistant Postmaster General, “Post Office 
Finances and Rates,” before Association of Na- 
tional Advertisers, Washington, D. C., Nov. 10, 
19380, in which he states: “Perhaps I should state 
here that we are not free agents. To Congress is 
reserved the prerogative of establishing the basis 
for our expenses and of assigning the rates. Sal- 
aries of all workers are fixed by law. It is only 
by studying the possible economies in forces and 
facilities that we are enabled to accomplish sav- 
ings in expenses. Such studies are not propitious 
for the general application of rules of efficiency.” 


uniformity and equal protection, are 
deliberately discriminatory, and it is 
not surprising therefore that deliberate 
discrimination exists where there is 
government operation of a public 
service. 

The rate payer is, of course, equally 
entitled to protection against having 
foisted upon him the losses which the 
government incurs in serving other 
classes’ of customers. He is entitled to 
that protection whether the public 
utility—or the post office—from whom 
he purchases service is in private ‘or 


_ political hands. 


The great. mass of evidence undeni- 
ably shows that any such public service 
in political hands and under political 
leadership promises grave dangers and 
certainly an excessive burden of cost, 
including taxation, for the customers. 

Present-day publie-utility manage- 
ments are as keenly interested in rate 


‘schedules which do not discriminate 


as are their most sincere regulators, 
because it is only through rates of 
charge which conform to both the 
standards of cost and the value of the 
service that the business they manage 
can prosper. Such a price policy has 
resulted in lower costs and cheaper 
rates. It has resulted in a wider dis- 
tribution of the benefits of electric 
service in the United States, as reflected 
by our higher wages and better living 
conditions, than in any other country 
in the world. A continuation of that 
policy gives promise of a further in- 
creased usefulness and further de- 
creased costs and rates unless, through 
processes of pseudo-regulation by its 
destructive critics, such growth is 
strangled. ` 


Mr. Edwin Gruhl is vice president and manager of the 
North American Company, and vice president of the 
National Electric Light Association. 


Are Domestic Rates Fair? 
By Harod Evans 


CCORDING to the National Elec- 
f tric Light Association there was 
during the year 1930 an average of over 
24,350,000 ultimate consumers of elec- 
tricity in the United States.1 Of these, 
about 20,150,000 were domestic or 
residence consumers, 3,600,000 were 
classified as commercial, or small light 
and power consumers, 540,000 were 
wholesale light and power consumers, 
and the balance were municipalities 
or railways, and so forth. If we take 
the figures at the end of the year 
instead of the average for the entire 
year, the total number of consumers is 
increased by about 200,000, 90 per 
cent of whom were in the domestic 
group. The Association estimates that 
70 per cent of the homes in the United 
States have central-station electric 
service. 

These twenty million domestic con- 
sumers constitute over 80 per cent of 
the total number of consumers. They 
consume about 15 per cent of the total 
of seventy-five billion kilowatt hours 
sold, and contribute over 33 per cent of 
the total revenue collected by the 
industry from the public. This reve- 
nue amounted in 1980 to almost two 
billion dollars, or about $16 for every 
man, woman, and child in the United 
States. 


Domestic Rates Arrect ALL CITIZENS 


Every inhabitant of the country has 
a very real interest in domestic rates 
for electricity, and there can be no 
doubt, therefore, that the electric light 
and power business is affected with a 
PUBLIC INTEREST spelled with capitals. 


1 National Electric Light Association, Sta- 
tistical Bulletin No. 7, June 19381. 
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It furnishes an essential public service 
and the rates it charges are in effect 
taxes, just as truly as water rates or 
sewer or road taxes. Like many taxes, 
electric rates are often archaic, relics 
of a bygone day, and the problem that 
faces us all today is so to readjust 
them as to spread their burdens equi- 
tably. 

I am not concerned here with whole- 
sale industrial power rates. Potential 
competition of the isolated plant will 
take care of them. But the welfare of 
the country demands that we see to it 
that domestic rates shall be reduced 
to rock-bottom, so that electricity 
may be used as freely as water in the 
homes of rich and poor alike. Efi- 
cient public operation has accomplished 
this in Canada. Unless private opera- 
tion in the United States can do as well, 
we too will turn to public ownership. 

I want to call briefly to your atten- 
tion certain comparisons: (1) among 
domestic rates in different localities, 
(2) between domestic rates and power 
rates, and (3) between the domestic 
rates of rich and poor. 


Comparison Or Locat Domestic 
Rates 


In the Public Utility Investigation 
conducted by a Committee of the 
Pennsylvania House of Representa- 
tives in 1931, the discrepancies among 
domestic rates in various localities were 
clearly brought out. Taking a.con- 
sumption of 40 kilowatt hours per 
month as typical, it was shown, for 
instance, that Philadelphia pays 6.4 
cents and Pittsburgh 5.7 cents per 
kilowatt hour. Scranton pays 7.1 
cents per kilowatt hour, while Reading 
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pays 8.5 cents, or 1.4 cents per kilowatt 
hour more. Both cities are in the 
hard coal fields, with between 100,000 
and 150,000 inhabitants. 

Taking cities of between 50,000 and 
100,000 inhabitants, if you live in 
McKeesport in the western part of 
the State you will pay 5.7 cents per 
kilowatt hour; but if you move to a 
larger city such as Allentown, Beth- 
lehem, Lancaster, or Wilkes-Barré you 
will pay 9.2 cents per kilowatt hour— 
3.5 cents per kilowatt hour more. 
In cities of 25,000 to 50,000 inhabit- 
ants, you have your choice between 
Butler at 5.3 cents per kilowatt hour or 
Aliquippa, New Castle, or Wilkinsburg 
at 5.7 cents, or Hazleton or Williams- 
port at 9.2 cents—3.9 cents per kilo- 
watt hour more than Butler. 

So also in the smaller cities of 10,000 
to 25,000 inhabitants you can pay as 
little as 5.3 cents per kilowatt hour by 
living in such places as Canonsburg, 
Charleroi, Connellsville, Greensburg, 
or Latrobe; or you may go to cities in 
the hard coal regions such as Pottsville, 
Shamokin, Shenandoah, or Tamaqua 
and pay 9.2 cents. If you prefér to 
live in a borough or village you can 
go to counties in the western end of 
the- State and pay 5.3 cents or 5.7 
cents per kilowatt hour, or you can 
luxuriate in the south and pay 10.5 
cents in Franklin or 14.6 cents in 
Fulton County. 

It is true, of course, that dany 
of population and propinquity to the 
soft coal fields play a part in these 
rates, but far more potent factors are 
the policies of the operating companies 
and the effects of rates in nearby 
municipal plants or in adjoining states. 

Similar conditions prevail in New 
York, Maryland, and Massachusetts; 
but in Ohio, where municipal competi- 
tion is always easy, the rates, are 
noticeably lower. at 

Canada is brought into ie picture, 
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the domestic rates of both publicly 
and privately owned plants run one 
half or less of those in the United 
States. 


COMPARISON BETWEEN DOMESTIC AND 
Power RATES 


When we turn to a comparison of 
domestic rates with wholesale light 
and. power and railway rates as re- 
ported by’ the National Electric Light 
Association for 1930, we find that the 
average domestic rate throughout the 
United States is 6.03 cents per kilowatt 
hour, as compared with an average 
wholesale light and power rate of 1.43 
cents and a railway rate of 9.3 mills. 

Accepting these figures as correct, 
we are confronted with the fact that 
average domestic rates are 4.25 times 
higher than average wholesale rates, 
6.5 times higher than average railway 
rates and 4.4 times higher than the 
average combined wholesale and rail- 
way rates. If instead of taking aver- 
ages we compare the higher individual 
domestic rates with the lower power 
rates the discrepancies are vastly 
greater. Are these wide spreads of 
rates economically sound? Are they 
justified by a difference in costs? 

If we look at other utilities—gas, 
water, or telephone, the highest rates 
may perhaps be twice the lowest. 
Why then should electric rates show 
two or three times greater spreads than 
other utilities? The public are today 
“from Missouri” on this question. 
The burden is on the electric industry 
to justify its spread of rates by facts, 
not by glittering generalities. 

In this connection I need not remind 
you that electric rates for the most part 
have, like Topsy, “just grow’d.” 
‘They have been fixed primarily on the 
basis of what the traffic would bear. 
The industry began as a lighting prop- 
osition. exclusively. Its load curve in 

2N. E. L. A., Statistical Bulletin No. 7, p. 5. 
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the gay nineties showed a small peak 
in the early morning, a valley through- 
out the day, and a high peak in the late 
afternoon and evening. As the reve- 
nue came almost wholly from lighting, 


it was but natural that these rates | 


should be high. Nor was it strange 
that the early leaders of the industry 
sought to fulfill in their load curves 
the prophecy that “every valley shall 
be exalted and every mountain and hill 
shall be made low” (though it can 
hardly be said to have been part of 
their program that “the crooked shall 
be made straight”). To this end, 
extremely low power rates were offered 
to industries using current during the 
day, when the lighting load was not 
on. So successful were they in their 
endeavors that whereas in 1899 only 4 
per cent of factory primary power was 
electrified, by 1927, 75 per cent was 
electric driven? As a result of this 
and of the interconnection of systems, 
the typical load curve today between 
7 am. and 10 p.m. is an undulating 
plateau, with a slight valley at noon, 
when factory wheels are not turning.‘ 

Furthermore, domestic service today 
is by no means exclusively a lighting 
load. About one-half of the eleven bil- 
lion kilowatt hours sold to householders 
in 1930 were for power or heating. 

In spite of these facts, we still some- 
times hear it said that domestic rates 
must be high because they cover a 
peak-load service. No such claim 
can properly be made today. Do- 
mestic service on the average is no more 
a peak load than is power. In many 
localities it is less so. 


3 National Electric Light Association Statis- 
tical Supplement to Electrico Light and Power 
Industry in the United States, Revised to Jan. 
1, 1931. 

4See G. M. Gadsby, “Use of Electric Service 
in Industry,” Annals of the American Academy of 
Political and Social Science, Vol. CX VII, pp. 
72-78. Report of Giant Power Board to the 
Governor of Pennsylvania, 1926, pp. 118-121. 


Domestic Loap FACTOR 


Then again we are told that high 
domestic rates are justified because the 
domestic consumer has a low load 
factor. To a certain extent this may 
be true of the individual domestic 
consumer. It is not true of domestic 


consumers as a class. 


There are thirty-seven domestic 
consumers for every large power con- 
sumer in the country. Obviously, all 
of the thirty-seven are not using their 
equipment at the same time. A rate 
expert for one of the large companies 
states that their combined maximum 
load has been found to be only three. 
tenths of the sum of their individual 
demands. They hdve therefore as a 
group what is called a diversity factor 
of 314 at the transformer. This is 
approximately doubled if we trace it 
back to the power house, where the 
diversity factor for domestic consumers 
has been fixed at 6.6. By the applica- 
tion of this diversity factor, a load 
factor of 7 per cent on an individual 
residence customer gives a load factor 
for the whole group of domestic con- 
sumers of 6.6 times 7 per cent, or 46.2 
per cent on the central station. 

That an individual residence load 
factor of 7 per cent is certainly not too 
high, appears clear when we consider 
that it means the use of one’s maximum 
demand for only one hour and forty 
minutes a day. Checked another way, 
according to the industry’s published 
figures, the average annual consump- 
tion of domestic consumers was 548 
kilowatt hours in 1930. By March 
1931 it had climbed to 559 kilowatt 
hours, or over 1.5 kilowatt hours per 
day. The average load of a domestic 
consumer is considerably under 1 kilo- 
watt according to the best informa- 
tion available, so that a consumption 
of over 1.5 kilowatt hours per day 
would give an individual load factor 


of at least 7 per cent and pean a 
good deal more. 

The domestic load factor moreover 
is constantly improving, due..to the 
increasing use of electric apparatus. 
The National Electric Light Associa- 
tion estimates an average use óf ‘1/000 
to 2,000 kilowatt hours per year by 
domestic consumers in 10 years. But 
why wait for 10 years? The doméstic 
consumers of the Seattle municipal 
plant already use over 1,000 kilowatt 
hours a year at a cost of 1.75 cents 
per kilowatt hour. In Tacoma they 
use 1,500 kilowatt hours. If we cross 
the Canadian border we find that of 
the 25 cities supplied by the Ontario 
Hydro-Electric Commission, all but 
one show an average annual domestic 
consumption of over 1,000 kilowatt 
hours at costs per kilowatt hour vary- 
ing from 8 mills to 2.6 cents. Ottawa 
with an average annual consumption 


of 3,400 kilowatt hours and Fort 


William with a consumption of 4,600 
kilowatt hours, both at a rate of 8 mills, 
lead the way. Are the domestic 
consumers of the United States satisfied 
to lag 10 years or more behind Canada? 

Five years ago Samuel Insull pointed 
out that the experience of three com- 
panies showed that at rates ranging 
from 1 to 8 cents per kilowatt hour, 
residential consumption averaged nearly 
1,200 kilowatt hours per year. The 
industry has been slow to take the 
hint, and looks forward to another ten 
years before residential consumption 
reaches these figures. 


“Taxation OF. PRIVATE COMPANIES 


But we are told that we must not 
compare Ontario, or in fact any munic- 
ipal rates, with rates of private com- 
panies in the United States because 
the latter pay enormous taxes. The 
National Electric Light Association 
claims that these taxesin 1929 amounted 
to $187,500,000. Accepting this as 


correct, it amounts to less than one 
quarter of a. cent per kilowatt hour. 
We should, I think, be satisfied if our 
domestic rates: averaged only one 
quarter of a cent higher than in Canada 


_instead of about four cents higher as is 


actually the case. 

This tax question, however, may ibs 
a rat hole which, as Lincoln wrote, 
is worth looking into. A recent Na- ` 
tional Eléctric Light Association bul- 
letin suggests that if the electric 
companies were relieved of taxation 
they could reduce the average domestic 
rate by two.cents a kilowatt hour. 
This suggests the thought that perhaps 
the industry in fixing rates has been 
placing the entire tax burden upon the 
domestic consumers at two cents per 
kilowatt hour instead of spreading it 


among all consumers at one quarter of 


a cent per kilowatt hour. If so, a 
proper distribution of this item would 
reduce domestic rates by one and three- 
quarter cents per kilowatt hour and . 
increase other rates by one quarter of 
a cent. This would reduce domestic 
rates at a single stroke more than 
fourteen years have done. 

Sometimes the impression is created 
that, because the average’ rate per 
kilowatt hour paid by domestic con- 
sumers has dropped two cents or 
approximately 25 per cent in fifteen 
years, this means rates have been 
reduced by this amount. Of course 
this is not the fact. What has hap- 
pened is that through the purchase of 
electric appliances of various kinds, 
the domestic customers have doubled 
their consumption so, that they now 
get into the lower rate steps. While 
the average rate per kilowatt hour has 
decreased’ 25 per cent, the average 
annual bill has increased by more than 
50 per cent. If a company through 
high pressure salesmanship of appli- 
ances ‘could increase consumption, it 
might actually increase its rates and 
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still show a lower average rate per 
kilowatt hour. Of course there have 
been some actual reductions in rates but 
they have been comparatively small. 


SPREAD Between WHOLESALE AND 
RETAIL 


Sometimes a comparison is made 
between the sale of commodities, 
wholesale and retail, and the sale of 
electricity, the moral being that house- 
holders buying at retail must expect 
to pay more than those buying power 
at wholesale. The difference is self- 
evident. In ordinary commerce, the 
spread between wholesale and retail 
rates is governed by competition. 
Tf the spread is too great, other retailers 
will enter the field and reduce it. 
In the electric field, on the contrary, 
the domestic consumer has been de- 
prived of the protection of competition 
and is largely at the mercy of the 
utilities. If the spread of rates is too 
great, no other utility can enter the 
field and serve him more cheaply. 

Theoretically, commission regulation 
is supposed to take the place of com- 
petition; but practically in most states, 
so far as the domestic consumer is 
concerned, this has not been the case. 

Commissions, where they have acted 
on electric rates at all, have generally 
been without adequate data as to the 
proper allocation of rates and have 
confined themselves to fixing total 
revenues, leaving the allocation among 
the consumers largely to the com- 
panies. No ordinary domestic con- 
sumer can finance a rate case, and 
commissions all too seldom act on their 
own initiative. In the first sixteen 
_ years of its existence the Pennsylvania 
Public Service Commission never in- 
stituted a rate case on its own motion, 
though it had before it for years 
analyses of electrie company reports 
indicating that their revenues were in 
cases grossly excessive. 


Exhibits introduced before the House 
Committee in 1931 showed on the face 
of their reports to the Commission 
that one third of the electric companies 
in Pennsylvania from 1925 to 1929 
were earning over twice a 7 per cent 
return on the depreciated book value 
of their property including in many 
cases large write-ups of book values. 
These excess returns amounted to 
over $20,000,000 a year. In 1930 the 
incomes of all the Class A and Class 3 
electric companies according to their 
own reports exceeded a 7 per cent 
return on their depreciated fixed capital 
(excluding write-ups) by over $31,000,- 
000. To justify these earnings, the 
Commission would have had to find 
a fair value for these companies of 48 
per cent in excess of their depreciated 
fixed capital. Under such circum- 
stances, who can claim that the public 
is protected by commission regulation? 


Costs OF SERVICE 


Finally, the claim is made that 
electric rates are based on the cost of 
service. So far, however, the industry 
has expected the public to accept this 
as an ipse dixit. If in fact the spread 
of electric rates is justified by costs, 
proof must be produced. 


(a) Generation and Transmission Costs 


The costs of generation and trans- 
mission are comparatively well known. 
The cost of generating current in 
modern steam plants runs from .5 cent 
to 1 cent per kilowatt hour. In hydro 
plants it fallseven lower. The average 
cost of transmission does not exceed 
3 mills per kilowatt hour. After all 
allowances are made for loss of ‘current, 
and so forth, the cost of generating and 
transmitting current to domestic con- 
sumers does not exceed 2 cents per 
kilowatt hour and is often as low as 
1.4 cents, including a 7 per cent return 
on the investment. 
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(b) Distribution Costs 

The electric industry has never made 
an adequate disclosure of the cost of 
distributing current to the various 
classes of consumers. Occasionally its 
representatives have the temerity to 
deny this, claiming that the reports of 
the companies to Public Service Com- 
missions give complete data as to 
distribution costs. This is far from 
true. In order to determine even 
average distribution costs per kilowatt 
hour, there must be a complete separa- 
tion not only of operating expenses but 
also of fixed capital costs between 
transmission and distribution. No 
such complete split-up of fixed capital 
costs is found in the Uniform System of 
Accounts. Furthermore, even if the 
average distribution cost per kilowatt 
hour could be ascertained it would 
mean nothing, because distribution 
costs vary widely among different 
classes of consumers. No one, there- 
fore, familiar with the facts could 
honestly claim that the distribution 
costs properly chargeable against do- 
mestic consumers can be found from 
the companies’ reports to the com- 
missions. 

The best study of the subject that 
I know of is that made in 1980 by 
Mr. Morris L. Cooke.’ It indicates 
that for a domestic consumer using 
500 to 1,000 kilowatt hours per year, 
the annual cost of distribution is 
about $7.50, or 1.5 cents to .75 cent per 
kilowatt hour. The cost of handling 
customers’ accounts and general over- 
head will add another $5, or 1 cent 
to .6 cent per kilowatt hour. 


5The New York Commission required the 
companies in their 1930 reports to split up fixed 
capital costs as well as operating expenses. The 
Wisconsin Commission has recently been com- 
pletely revising its classification of accounts. 

8 Cooke, M. L., Cost of Distribution of Elec- 
tricity to Domestic Consumers, 1930. 


Maximum Fair Domestic Rares 


On. this basis the fair rate paid by a 
domestic consumer using 500 kilowatt 
hours annually should not exceed 4.5 
cents, and may be under 4 cents. Ifhe 
uses 1,000 kilowatt hours these rates 
would be reduced to 3.25 cents or 
2.65 cents per kilowatt hour. 

On the present spread of rates it 
appears, roughly speaking, that street 
railways and others obtaining the low- 
est rates contribute little or nothing 
to the net revenue of the companies, 
while the domestic customers, on the 
other hand, contribute probably twice 
what they should. It was clearly 
shown in the Worcester Electric case 
that a five-cent domestic rate yielded 
at least a fair return on the property 
devoted to that service. 

If the electric companies will intro- 
duce adequate cost finding, as has been 
done in other lines of industry, accurate 
information can be obtained as to the 
cost of different classes of service and 
efficiency promoted. Such a cost sys- 
tem was put in use some years ago by 
one of the companies with marked 
success.” Its introduction generally 
would be a turning point in the electric 
industry. 

It should, I think, be understood in 
this connection that costs alone are not 
sufficient to determine rates. Com- 
petitive conditions and other factors 
must also be taken into consideration, 
just as they are in railroad rates. 
Uncertainty on this point may have 
deterred the industry from adopting 
adequate cost-finding systems. 

Until the electric industry, by the 
introduction of such systems or other- 
wise, proves that the present spread of 
rates is justified, we can only take what 
evidence is available. ` This indicates 

™See H. W. Reed, Cost-Finding for an Electric 


Utility. Bulletin of the Taylor Society, Vol. 
XIV, No. 2, p. 89. 
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that the present spread is unfair to the 
domestic consumer and should be 
greatly reduced. 

The domestic load is the backbone of 
the industry. In times of depression 
such as we are going through, it has 
continued to increase, while the whole- 
sale power load has sharply fallen off. 
In 1930 the revenue from the wholesale 
power load dropped over twenty-two 
million dollars but was more than 
made up by the increase of forty-three 
million dollars in domestic revenue. 


Comparisons BETWEEN [INDIVIDUAL 
Domestic CONSUMERS 


Turning from a comparison between 
average rates of different classes of 
consumers, what do we find as to the 
actual domestic rates paid by the small 
householder as compared with the 
large? A few days ago I paid my 
monthly bill and found I was paying 
less than four cents per kilowatt hour. 
If the small householder were paying 
such a rate, how happy he would be. 
But it is not so. The man who lives 
in a two- or three-story row house in 
Philadelphia and uses from 180 to 480 
kilowatt hours per year, pays -seven 
to six cents a kilowatt hour. In many 
localities he pays much more, as we 
have already: seen. Is this spread 
between the small and the large house- 
holder justified? While I know of no 
accurate data on the subject, it would 
seem that the investment required to 
serve a fifteen- or twenty-room house in 
a suburb is much greater than that 
required to serve a two-story row house 
in a densely populated part of the city. 
Yet these investments are now aver- 
aged and the little fellow is made to 


carry more than his fair share of the 
load. 

It is undoubtedly fair to make each 
customer pay a return on the invest- 
ment required to serve him, but are 
not the present service charges, whether 
direct or hidden, too large and do they 
not work a hardship on the little fellow 
who can least afford it? Frequently 
these service charges amount to $1.50 
to $2.00 per month, whereas in Ontario, 
where every effort has been made to 
render service at cost, they run from 
33 to 66 cents. 

So also, I believe, the steps of energy 
charge are often too great. After the 
service charge has been taken care of, 
current can properly be furnished at a 
flatrate. If it is desired to hide part of 
the service charge in a first step rate, 
would it not be desirable to make the 
step an easy one? A fifty-cent service 
charge with a three-cent rate for the 
first fifty kilowatt hours and two cents 
for all above that amount would not 
only greatly stimulate domestic con- 
sumption but would also tend to 
equalize the rate burden between rich 
and poor. On such rates electricity 
could freely be used by all for power 
and cooking as well as lighting, and the 
average domestic consumption should 
soon rise to 1,500-2,000 kilowatt hours 
per year. At 1,600 kilowatt hours per 
year the average return per customer 
would be $38—just what it is today. 

A drastic cut in domestic rates 
at the present time would, I be- 
lieve, be of vast benefit, psychologi- 
cally, economically, and socially, both 
to the industry and to the country at 
large, and would be worthy of the title 
“public service.” 


Harold Evans, Esq., of Philadelphia, is a former 
member of the Pennsylvania Public Service Commis- 
sion and counsel for the Committee of the Pennsylvania 
House of Representatives to Investigate Public Utilities 


in 1981. 


Rates and Service 
By W. S. Les 


HE subject of rates is the most 

difficult matter in the whole field of 
public utility service to discuss in an 
understandable way. Outside of the 
fundamental necessities, food, shelter, 
and raiment, there is nothing in this 
modern age that touches the lives of 
our people more closely than our utili- 
ties, whose services are used daily by 
practically all of us. 


ESTABLISHMENT or RATES 


The division of customers into the 
classes described as domestic, commer- 
cial, and power is an attempt to 
segregate these services into groups 
somewhat similar in their operation. 
Even in the same group, however, there 
are no two problems of distribution and 
service that are alike. To establish 
absolutely equitable electric rates with 
exact consideration given to every de- 
tail of service would mean that a differ- 
ent rate would have to be made for 
each and every customer receiving 
service. 

I quote from a statement by Adolph 
Kanneberg, one of the most prominent 
public utility commissioners in Amer- 
ica: 

The ideal rate is one which assesses to 
each customer the true cost of serving him, 
and the public must be heard when it asks 
for some demonstration that the wide 
spread in the cost to different customers of 
the same commodity has a reasonable 
basis. It is difficult for the layman to be- 
lieve that one customer can be profitably 
supplied with a commodity at one cent per 
unit, while it costs ten or even fifteen cents 
per unit to supply the same commodity to 
another customer. While such a demand 
of the public is essentially reasonable, to 
comply ‘with it is not simple. Arbitrary 
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cost allocations have played so important 
a part in most studies of the problem and 
qualified experts have differed so strongly 
on the proper allocation of large items of 
cost that the most elaborate studies, forti- 
fied with charts and tables, have in the end 
simmered down very largely to matters of 
opinion. .. . It is improbable that suffi- 
cient data will ever be available to eliminate 
arbitrary opinion entirely from any study of 
electric costs. : 


I therefore reiterate my statement 
that to make exact and absolutely 
equitable rates for any electric utility 
company would mean a rate for each of 
its customers. 

The location, the density of distribu- 
tion, the cost of constructing stations 
and lines, the equipment, the servicing, 
and the hours of use or load factor are 
never the same in any two cases. In 
the face of this situation the utilities 
company, for rate-making purposes, 
has attempted to group certain classes 
in which the service is similar. Now, 
if there are no two of these services the 
same, there must be’ one top service 
and one bottom service to be sup- 
plied. This, you can readily see, gives 
opportunity for misimpressions, dis- 
satisfaction, or complaint about rate 
discrimination. 

What is generally known as domestic 
service is electric energy supplied for 
use in homes. The number of services 
and uses in the home are almost in- 
finite—light, heat, refrigeration, ¿and 
other purposes with their various com- 
binations too numerous to mention. 
There is in this service a heavy load for 
a short time, usually in the evening and 
possibly again early in the morning. 

What is known as commercial service 
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is the electrical energy sold for the 
purpose of lighting stores, offices, and 
general business-conducting institu- 
tions. Some of these installations are 
very large and operate for a very short 
time, such as a large retail store which 
is well illuminated early in the evening 
and then closes down. This grouping 
also includes certain uses in commer- 
cial sales, and so forth, and some small 
industrial users. It is very divergent 
as to installation, hours of service, load 
factor, and cost of installation. 
_ The third group, known as power, 
includes manufacturing enterprises 
which usually take large blocks of 
energy. This is the cheapest service 
to perform per unit, due to the fact that 
“power customers are more or less 
steady in consumption, run long hours, 
consume large amounts of energy, and 
have a far lower unit cost of installa- 
tion, maintenance, or service require- 
ments than the domestic or the 
commercial group. 

From the latest records of the Na- 
tional Electric Light Association, we 
had in the United States in 1929 more 
than 24,000;000 customers in the vari- 
ous groups. Of these, nearly 20,000,- 
000 were domestic; 3,600,000 were 
commercial; and approximately.582,000 
were industrial. In each of these 
groupings the number of customers is 
substantially larger today than it was 
in 1929, 


Disrripurion Costs 


It is well known that electric energy 
in large blocks for continuous delivery 
at one point can be produced and sold 
at a far lower price than where it is 
transformed and retransformed, and 
distributed in small numbers of units 
in a great number of places. This 
very fact has given rise to a great many 
discussions by the public, and particu- 
larly by politicians, on account of the 
spread of these costs. In the sale of 


electric energy the same unit of energy, 
namely, the kilowatt hour, is sold for 
power service and for domestic lighting 
service. This has caused great con- 
fusion in the minds of the consuming 
public. While the unit of measure- 
ment apparently is the same and the 
product is the same, it represents a 
different kind of service and is so 
totally unlike that it is practically a 
different unit. : 

A ton of spinach in Texas will sell 
for $40, while a pound of spinach de- 
livered at sorme apartment house in 
New York City will sell for 30 cents, 
an equivalent of $600 per ton. The 
general impression is that it is identi- 
cally the same spinach. As a matter 
of fact it is loaded in carload lots in 
Texas and sold and paid for as such, 
while in the kitchenette of the party in 
New York it is sold in perhaps half- 
pound lots and the grocer boy must 
make perhaps an eight- to ten-block 
trip to deliver it, and then before de- 
livering it he must pick out the wilted 
or defective leaves and discard them. 
So while it comes to the housewife as 
spinach, it has had a large percentage 
of loss and of added cost due to ship- 
ment, handling, defective leaves, and 
so forth. In pretty much the same 
way the kilowatt hour that started 
from the big generating station has 
had big losses and added costs in the 
processes of transformation, transmis- 
sion, and so forth. 

Take another instance—the shirt 
the ordinary man wears. The whole- 
sale cost of the cloth in the shirt is 
about 10 to 15 per cent of what a man 
pays for the finished product. 

All of these things happen in various 
articles before us every day, but the 
public ofttimes still seems to think that 
in electrical energy, the same kilowatt 
hour and the same service are used by 
the three groups of customers. 

These costs are further largely in- 
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creased by what is known in the indus- 
try as service. Not many years ago 
an ordinary small town had no electric 
service after twelve o’clock at night or 
on Sundays; but today practically 
every one of these towns has continu- 
ous service. I can well remember 
only a few years ago when Sunday day- 
light service had to be maintained for 
no other purpose than to operate the 
small motor on the church organ. In 
those days if a fuse blew or a circuit 
breaker opened, no one was in a great 
hurry to get this closed or repaired. 
An outage of several minutes was not 
considered as very much inconvenience. 
But today that same customer or same 
town must have service at the moment 
those lights are out for any reason, and 
someone must be in a motor car or a 
motorcycle and be on the way to cor- 
rect it at once. This item alone has 
added tremendously to the cost of 
maintaining this domestic and com- 
mercial service. You would be sur- 
prised if I told you that only a few 
years ago a fairly large city had in its 
service department a one-horse dray 
and two men, while today that same 
city carries something like thirty-five 
automobiles and perhaps fifty men, all 
on duty waiting instantly to reinstate 
that service should it be interrupted. 

It is not difficult for an intelligent 
man, a layman as well as an engineer, 
if he will but analyze the matter, to 
understand that several thousand kilo- 
watt hours of electricity delivered to 
one customer at one place can be pro- 
duced and sold at a comparatively low 
price; whereas, when those thousands 
of kilowatt hours must be distributed 
in blocks of 150 to 550 kilowatt hours 
per year to a large number of cus- 
tomers scattered over a great area, 
with a great deal of apparatus subject 
to injury and requiring constant serv- 
ice, the cost per unit of that electricity 
must rise exceedingly fast. 


It is. not difficult for any one who 
will analyze the matter to realize that 
the demand upon the part of some poli- 
ticlans and others for one rate for 
power and commercial and domestic 
service is an impossibility. Such a 
rate cannot be established, and never 
will be established. 


Fuvpines or St. Lawrence Power 
ae COMMISSION 


In this connection it is very interest- 
ing to note some of the findings of the 
St. Lawrence Power Commission ap- 
pointed in New York State to make a 
survey and to determine the facts re- 
garding the possibility of generating, 
transmitting, distributing, and market- 
ing power that might be developed on 
the St. Lawrence River, in New York 
City and other markets in New York 
State. One section of this report 
shows what it would cost the State of 
New York to generate this power and 
to transmit and distribute it, rates þe- 
ing figured on load factors of from 10 
per cent to 43.5 per cent. A 10-per- 
cent load factor merely means that the 
amount of current used by the cus- 
tomer equals the amount he would use 
if he were using all of his apparatus or 
appliances 10 per cent of the time. A 
43.5 per cent load factor, of course, 
means that the customer is using as 
much energy as he would use with all of 
his equipment going 43.5 per cent of 
the time. 

The commission specified eight proc- 
esses through which power could be 
traced from the generator on the St. 
Lawrence River to the user in New 
York City, these eight processes being: 
first, generation; second, transforma- 
tion up to a voltage high enough for 
transmission to New York or Buffalo; 
third, transmission; fourth, transforma- 
tion in substations outside the city for 
reducing the voltage from 220,000 
volts to 132,000 volts; fifth, transmis- 
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sion of the current at 132,000 volts on 
underground cables into the city; sixth, 
a transformer and distribution building 
where the current is again transformed, 
this time down to 10,000 to 18,000 
volts for distribution; seventh, trans- 
mission through this lower voltage 
distribution system; eighth, transforma- 
tion for the fourth time to bring down 
the voltage to 220 or 110 volts, the 
voltage at which it reaches the ultimate 
consumer in dwellings, office buildings, 
stores, and so forth. 

It was estimated in the commission’s 
report that on a load factor of 43.5 per 
cent it would cost the government 4.24 
cents per kilowatt hour to deliver 
electricity at New York. On a load 
factor of 10 per cent (please note this) 
the cost would be 18.33 cents per kilo- 
watt hour. These prices are sub- 
stantially higher than consumers of 
electricity in New York are paying to- 
day for current purchased from the 
New York Edison Company—and I 
understand that $7,000,000 per year of 
the gross earnings of slightly more than 
$80,000,000 is paid by the Edison Com- 
pany in taxes. And of course no taxes 
entered into the cost figures compiled 
by the St. Lawrence Commission. 

I understand that the average rate 
paid by all customers of the New York 
Edison Company is 4,26 cents per kilo- 
watt hour. This is two hundredths of 
a cent above the estimated cost of the 
government delivering kilowatt hours 
to customers in New York on a load 
factor of 43.5 per cent. The New 
York Edison Company in 1929 de- 
livered 1,896,897,883 kilowatt hours to 
its customers. If the government had 
delivered this entire amount of power 
on a 43.5-per-cent load factor, the total 
cost to customers would have been just 
$379,379 less than the company re- 
ceived. This is just about one-seven- 
teenth the amount of taxes paid by the 
Edison Company. Of course no con- 


sideration is given in these figures to 
the cost of developing business and 
marketing the current. 


RELATIONS or UTILITIES AND THE 
Pusuc 


When we analyze and appraise our 
situation and relationships of the elec- 
tric utilities in America today, we find 
cause for felicitations both to the 
companies giving service and to the 
more than 25,000,000 customers who 
are receiving service. We find among 
other things these facts: 

(1) There is a spirit of coöperation 
and helpfulness existing between prac- 
tically all of the utilities of the country 
and the public which uses their service. 
Only through the operation of such a 
spirit could we have attained the posi- 
tion which we now hold in industrial 
and civic development. 

(2) The utilities have repeatedly 
demonstrated their ability to render 
efficient service and they have extended 
that service to new customers and into 


‘ new communities just as rapidly as con- 


ditions have warranted. 

(3) Most of the rate schedules in 
foree.are simple in structure, and are 
uniform when we consider the very. 
complete service upon which rates are 
based in each group. 

(4) Rates for utility services are 
based on direct service to the ultimate 
user. 

(5) Utility rates are reasonable and 
have been fixed with the idea not only 
of enabling but encouraging customers 
to utilize these services to perform all 
the labor-saving and comfort-giving 
functions for which they are economi- 
cally suited. 

Much has been said in some quarters 
recently about utility earnings, utility 
rates, and utility regulation. There 
have been organized and unorganized 
efforts to make a political football of 
the industry and to create, foster, and 
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develop a sentiment through which 
public ownership of electric utilities 
might be used as an entering wedge in 
that it may lead to the socialization of 
all industry, including, in the language 
of one of the most ardent and out- 
spoken advocates of government owner- 


ship, “public ownership and democratic 


management of land, natural resources 
and the principal means of production 
and distribution.” . 

I desire particularly to call your at- 
tention to the fact that the agitation 
and the widespread and adroit propa- 
ganda in behalf of government owner- 
ship has largely had its source not 
among users of electricity and other 
utility services but among those who 
have had selfish interests, political or 
otherwise, to serve. 

In ‘almost every state in the Union, 
utility companies are rigidly supervised 
by public service commissions. These 
commissions not only determine what 
rates may be charged for service by the 
utility companies, but they also deter- 
mine conditions of service, fix stand- 
ards of service, and do other things that 
assure a square deal for the users. On 
the other hand, they are presumed 
to be equally fair to utilities, and 
it is their duty to fix rates on such 
a basis as will assure the utilities 
a fair net return upon the value 
of their properties used in giving 
service. 

And right here let me emphasize the 
fact that rates are fixed upon values 
and not upon capitalization. Much 
has been said in some quarters about 
so-called watered stock and the paying 
of dividends upon such watered stock 
by utilities. Let me repedt, what I 
am sure most of you already know, 
that capitalization has absolutely noth- 
ing to do with rates, but that rates 
are fixed on the values of the proper- 
ties used and useful in rendering the 
service. 


DecrEasine Cost or ELECTRICITY 


Speaking of rates, let me say that 
utility services are the cheapest com- 
modities that are available today to the 
American people. They constitute 4 
small item in the family budget. The 
course of rates for electric service has 
consistently been downward. The de- 
creases in the cost of this service have 
been made possible through constantly 
improving engineering practices, more 
efficient generating and distribution 
apparatus, and increasing efficiency in 
operation, and also as a result of the 
constantly increasing consumption per 
customer of electric service. 

It may surprise some of my readers 
to learn that the average cost of electric 
service to the domestic customer per 
year in the United States for 1929 was 
$31.02, slightly more than eight cents 
per day. This is in comparison with 
the cost of $460 per year—$1.25 per 
day—for governmental expenses. 

It is interesting to note here the in- 
crease in the per-customer consumption 
and the decrease in the price of elec- 
tricity in the domestic group over a 
period of 11 years. In 1919 the aver- 
age consumption of residential cus- 
tomers was 293 kilowatt hours per 
year; the average rate was 7.6 cents, 
and the average annual bill was $22.55. 
By steady stages the consumption per 
family increased until in 1930 it was 
548 kilowatt hours per year. Mean- 
while—and please note this—it was 
estimated that the average rate in 1930 
was 6.04 cents, and that the average 
bill was approximately $33. In other 
words the average family in America 
in 1930 used almost 100 per cent more 
electricity than it used in 1919, at an 
increased cost of less than 50 per cent. 
During this period the average rate to 
residential customers shows a reduction 
of more than 20 per cent. 

I might go on and give statistics for 
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each year, showing that the cost of the 
service per unit decreases as the num- 
ber of units per customer increases. It 
naturally follows that the cost of 
delivering service in infinitely larger 


blocks to industrial and other estab- ` 


lishments consuming large amounts of 
current is much lower. 


After all, however, it is not in indus- 


try and in commerce that our utilities 
are, rendering the greatest service. It 
is in our homes. The health and the 
safety of our homes, and the well-being 
and happiness of our families are de- 
pendent in a very large measure upon 
utility services. Every family in every 
city and town has available electric 
service; and hundreds of distribution 
lines have ‘been extended into rural 
sections so that literally thousands of 
farm families may have their burdens 
lessened and their lives blessed and 
brightened by the various services they 
are able to receive through and from 
electricity. The utility executives ap- 
preciate the importance of electric 
service to people in rural communities 
and they are extending service to ad- 
ditional families in such communities 
as rapidly aš conditions warrant. For 
my part, I believe that an electric 
refrigerator, an electric sewing machine, 
an electric washing machine, an elec- 
tric iron, and other electric household 
appliances mean even more to the 
family on a farm than they do to the 
family in the city. 


IDENTICAL INTERESTS 


In closing let me make this state- 
ment: The interests of any utility or- 
ganization and of its customers are 
identical. In this connection I desire 


to quote a statement from a recent 
issue of the Manufacturers Record, 
which appeared under the heading: 


Curb Political Piracy 

To maintain the futurestability of Ameri- 
can Business, radical and unjust attacks 
upon electric power companies must be 
combated. Their accomplishments show 
the results obtained by private business 
initiative when not throttled by govern- 
mental interference. Every thinking man 
must know that if this great factor in indus- 
trial activity is vitally affected by harmful 
attacks, the well-being of the whole coun- 
try is at stake. This is not only the proper 
attitude from a sound business standpoint, 
but it is obviously the intelligent and de- 
cent thing to do. Those who are not now 
active in taking the stand of supporting 
what is right and sensible will later have to 
bear their share of economic disaster. 

A utility organization that is finan- 
cially crippled and constantly harassed 
cannot be depended upon by a commu- 
nity or section to supply continuously 
the high standard of utility service 
which is necessary for the comfort 
and well-being of the modern household 
or for the smooth and profitable opera- 


‘tion of the modern industry. On the 


other hand, it is to the interest of the 
utility as well as the customer that 
rates ‘shall be reasonable and suffi- 
ciently low to encourage the use of the 
largest volume of service possible, be- 
cause utilities must depend upon vol- 
ume for their profits. Investments 
required to give utility services are 
large and it is only through a high out- 
put that utility organizations can make 
the earnings which every one concedes 
are the right of every individual or 
organization which is rendering a serv- 
ice to society. 


Mr, W.S. Lee is president of the W. S. Lee Engineer- 
ing Corporation of Charlotte, North Carolina, president 
and chief engineer of the Piedmont and Northern 
Railway: Company, and vice president and chief 
engineer of several power companies. 


Cheaper Electricity for the Home 


By Letanp OLDS 


Y thesis may be expressed in the 
phrase “‘two-cent electricity for 
the home.” This thesis of necessity 
embraces the importance of expand- 
ing the domestic consumption of elec- 
tricity, but not beyond what is at 
present possible where domestic rates 
are on a cost-of-service basis. _ 
Present domestic rate levels in this 
country are based largely on the reac- 
tionary conception of a static industry 
frozen in its present form some fifteen 
to twenty years ago, when homes 
purchased electricity only for lighting. 
Regulation has been too ineffectual 
to keep utility companies from charging 
what the trafic would bear, and utility 
executives have been blind to the fact 
that such a policy alone stood in the way 
of developing domestic consumption 
into the most stable market for power. 


Soctau Reasons ror Low RATES 


In the first place, to think clearly ` 


about electric rates, we must have a 
sense of the importance of the kilowatt 
hour consumed in the home or available 
in the little villages of the land. 
Utility executives, attempting to de- 
fend the high domestic rates charged 
by private companies in the United 


States, contend that political con-- 


siderations determine the low domestic 
rates charged by publicly owned sys- 
tems in this country and Canada. 
This is untrue. The determining 
consideration, where homes are enabled 
to secure cheap electricity, is more 
likely to be social than political. The 
leaders, local and otherwise, who have 
built up publicly owned electric sys- 
tems in order to provide homes with 
cheap electricity have seen the two- 
cent kilowatt hour as a transformer of 


the home, as a lightener of household 
drudgery. 

I should like to carry your imagina- 
tion further to conceive of an electrical 
revolution redeeming our urban order 
from the curse that has always brought 
mighty civilizations to decay. The 
industrial revolution, made by steam 
power, tended to drain the countryside 
of ‘its vitality, drawing workers into 
congested, slum-ridden manufacturing 
towns. This tendency to sunder agri- 
culture from industry will be continued 
by an electric rate policy which gives 
the great manufacturer the lowest 
possible rates while forcing the small 
customer to carry the burden of the 
industry. 

On the other hand, electricity avail- 
able to the urban and rural home at an 
average of two cents or less per kilo- 
watt hour has in it the power to pro- . 
duce a benevolent social revolution, 
again decentralizing industry, restoring 
some of it to the village and even to 
the home, and re-creating the harmoni- 
ous balance of rural and urban life, 
and perhaps even the economic in- 
tegrity of the family. Social, not po- 
litical, considerations urge the lowest 
possible domestic electric rates. 

The two-cent kilowatt hour for the 
home is coming in this country just 
as soon as the reactionary attitude of 
utility executives is overcome and they 
are made to realize that rate schedules 
low enough to encourage high domestic 
consumption are in the interest of all 
concerned, including the companies 
themselves. There is no reason in the 
cost of rendering domestic service 
which should hinder the immediate 
realization of this expectation. Pro- 
gressive men in the industry foresee it. 
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In this connection I want to touch 
briefly on certain figures published by 
the Electrical World in its annual 
National Electric- Light Association 
Convention number, May 30, 1931. 
These figures compare the available 
present market for electrical energy 
with the actual business of the electrical 
industry, attempting to picture the 
potential market for electricity in 
the various classifications of service, 
including domestic consumption, com- 
mercial lighting, industrial power, in- 
dustrial heating, commercial cooking, 
railroads, and miscellaneous. 


POTENTIAL Domestic MARKET 


From every angle, this analysis 
shows the potential domestic market 
to be the most desirable field for the 
expansion of the electrical industry. 
A home using available electrical 
appliances would consume at least 
3,000 instead of 568 kilowatt hours a 
year. If we include the bringing of 
electrical service to some 5,000,000 
homes still without it, there is a po- 
tential domestic market for 76,000,- 
000,000 kilowatt hours compared with 
the 11,640,000,000 kilowatt hours used 
by homes in 1930. 

Such an expansion of the domestic 
market would mean that the homes of 
the country would use as much elec- 
tricity as the total now sold in all 
classes of the service. Not only this, 
but with proper development of do- 
mestic consumption, the electrical in- 
dustry could find in it a market for all 
the electricity now sold and yet the 
maximum demand on the system 
would probably not exceed 50 per cent 
of that now carried. 

_ This brings the discussion to a most 
fundamental factor in the determina- 
tion of rates and particularly of the 
differentials between domestic and 
power rates; for the Electrical World 
figures assume that the realization of 


present available domestic business 
would raise the domestic load factor 
from 22 per cent to 55 per cent, thus 
giving this class of service the highest 
load factor of any class of customer 
served. This is of great importance; 
because utility executives have been 
prone to bring forward the domestic 
load factor, always referred to as low, 
as the single unanswerable justification 
for the present differentials between 
domestic and industrial rates. 

Because of the importance which 
spokesmen of the industry have at- 
tached to the load factor argument, it 
may be well to set side by side for the 
various classes of service rendered by 
the electrical industry, the Electrical 
World’s figures for load factors and 
kilowatt hour rates with existing busi- 
ness and those forecast for available 
present business. This is done in the 
table on the following page. 

You will notice that this analysis 
assumes that a domestic consumption 
of three thousand kilowatt hours per 
year will be at an average rate of two 
cents per kilowatt hour. Yet the 
average domestic customer would pay 
the electrical industry $60 a year in- 
stead of the present average of $34.50. 
He would, however, get more than 
five times as much current as he now 
uses. 

The two-cent average assumed here 
for 3,000 kilowatt hours of annual 
consumption closely approximates the 
average cost of service of 2.21 cents 
for a 3,000-kilowatt-hour domestic con- 
sumer which appears in an analysis 
of residence distribution costs pre- 
sented to the National Electric Light 
Association convention by Messrs. 
Marshall and Snow of the Detroit 
Edison Company. They find a cost 
of about 3 cents a kilowatt hour where 
the average consumption is 1,200 
kilowatt hours, and of 5 cents for the 
present country-wide average of 568 
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Loan Factors AnD Average RATES 
Present Business Available Business 
Class 
Load Per Kw. H. Load Per Kw. H. 
Factor Rate Factor Rate. 
$ Per Cent Cents Per Cent Cents 
Domestic... onara cece cece eee eens 22 6.0 55 2.0 
Commercial light...........0..--.0008 17 4.2 19 3.8 
Industrial motor...............00 eee 22 1.5 22 1.3 
Industrial heat..... 00... cc ee nanena 17 Tb 20 1.1 
Commercial cooking............ 005 eae 25 3.0 25 1.0 
Railroad iess enraiar erae eka aes oh 14 1.0 16 1.0 
Miscellaneous. .......... 0.0002 cece eee 25 2.8 28 1.6 
Average... cece cece cee eee eens 2.6 1.6 
kilowatt hours a year. Their cost The fact is not yet realized that the 


figures include generous allowances for 
return on investment and are high in 
comparison with corresponding costs 
of publicly operated systems where 
domestic rates average lower. 


Varrep Domestic Uses 


The hoary load-factor argument for 
high domestic rates dates back to the 
days when electricity was used chiefly 


for household lighting. That it is 


quite out of date is shown by the fact, 
revealed in National Electric Light 
Association figures, that half of the 
electricity consumed in the home is 
used in large appliances like refrigera- 
tors, ranges, and water heaters. The 
figures for 1929 are 5,380,000,000 kilo- 
watt hours consumed in large appli- 
ances, compared with 5,694,'700,000 
kilowatt hours in lighting and small 
appliances. 

The new view of the domestic load 
factor was expressed by Mr. Samuel 
Ferguson, President of the Hartford 
Electric Light Company, in an address 
on “Volume and Diversity of Do- 
mestic Sales” before the Commercial 
Section of this year’s National Electric 
Light Association convention. Hesaid 
in part: 


domestic business, instead of having the 
poorest load factor of any class, is capable 
of being developed to be the very best, 
except only street lighting and the occa- 
sional twenty-four-hour industrials. The 
problem of the commercial men of the 
industry is how best to demonstrate this 
to their own particular executive heads in 
a convincing manner. In other words, 
you must convert an intangible and in- 
teresting but theoretical thing called 
“diversity” into a real picture of dollars 
and cents. 

Mr. Ferguson also pointed out that 
“while the promotional type of rates 
has been largely accepted in form, the 
permissible lowness of the energy com- 
ponent is not fully recognized but it 
must be if we are to take advantage of 
our full opportunities.” 

Mr. Ferguson showed a load curve 
for 25 residences -of which 20 have 
electric refrigerators, 20 oil burners, 
10 ranges, and 6 electric water heaters. 
These residences have a total installed 
capacity of 125 kilowatts, but due to 


. the diversity factor are all served from 


a 15-kilowatt transformer. There are 
two peaks in the curve, one of just 
over 14 kilowatts at noon and another 
of 13 kilowatts at midnight. There 
is also a 12-kilowatt peak between 7 and 
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8 P.M. Perhaps the most important 
feature of this load curve, from the 
point of view of rates, is the indication 
that for such residences '“‘by far the 
greatest number of kilowatt hours is 
consumed in other than factory work- 
ing hours, thus making it an even more 
desirable load than the numerical 
load factor (40 per cent) would in- 
dicate.” ; 
The foregoing sketch touches briefly 
on the theoretical justification for 
much lower domestic rates than those 
which prevail in the United States 
today. The conclusion is inevitable 
that the present spread between do- 
mestic and industrial rates is no longer 
justified. Practical demonstration of 
the truth of this conclusion is to be 
found where rate schedules are ac- 
‘tually in effect which give the do- 
mestic customer an average rate not 
more than half the average prevailing 
in the United States today, and yet 
which fully cover the cost of service. 


Monrreay Rates 


The Montreal Light, Heat & Power 
Consolidated in 1903 charged its 
lighting customers an average of 12.8 
cents per kilowatt hour, or almost 
exactly the average of 12.7 cents 
charged residence customers in the 
same year in the United States. But 
today the Montreal home using the 
same amount’ of electricity as the 
average home in the United States 
pays 3.3 cents a kilowatt hour as 
compared with the average of 6 cents 
paid in this country. Last year the 
Montreal company’s lighting rate was 
3 cents a kilowatt hour, the energy 
charge graduating down to 1.5 cents for 
quantity consumption. There was a 
25-cent service charge and a minimum 
bill of 50 cents. 

A statistical analysis of the company 
shows that this astonishing reduction 
in domestic rates has not interfered 


with its profits. The curve of gross 
income rises at almost exactly the 
same rate that the rate curve falls. 
Between 1905 and 1930, while do- 
mestic rates were falling from 12.8 
cents to 3.8 cents per kilowatt hour, the 
net revenue increased from $1,599,142 
to $12,082,185 and the net available 
for dividends rose from $1,128,789 
to $8,943,584. For the last 5 years 
the net income has averaged 11.6 
per cent on the company’s capital. 
The analysis shows that at the average 
market value of 1930 the actual value 
of $100 invested in the capital stock 
of Montreal Power in 1902 had become 
$1,164, that 1930 cash dividends rep- 
resented a return of 27 per cent, and 
that including capital gain, cash re- 
turns, and interest, the investor of $100 
in 1902 has $2,011 to show for his 
investment. 

Here is a private company serving 
a city of over a million, which has 
apparently profited greatly while re- 
ducing domestic rates far more rapidly 
than have private electric companies 
in the United States. The question 
naturally arises, how did the executives 
of this company come to follow such 
an enlightened rate policy? The an- 
swer is simple. The separate mu- 
nicipality of Westmount, really a part 
of Montreal, adopted municipal owner- 
ship and began to reduce rates. A 
report on electric rates by a Special 
Board of Inquiry of the Quebec City 
Council, issued in December 1930, 
explains: 

If the reader examines the figures here- 
after, he will notice that the reduction of 
rates in the city of Montreal always fol- 
lowed, often on a scale higher, but never 
inferior, the tariff of the municipality of 
Westmount. Hence Montreal owes its re- 
duced rates to the nearness of an electrical 
system municipally owned. 


Unquestionably the low rates which 


. prevail in Buffalo and Niagara Falls 


t 
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are similarly due to the nearness of the 
publicly owned Ontario Hydro, rather 
than to any differentials in cost of 
producing and distributing the service 
favoring those cities as compared with 
other New York cities. 


WASHINGTON AND JAMESTOWN RATES 


Washington, District of Columbia, 
is another interesting demonstration 
of the possibility of much lower do- 
mestic rates coupled with eminently 
satisfactory profits for the private 
‘company. , In 1924 the Potomac Elec- 
tric Power Company was charging 
domestic consumers 10 cents a kilo- 
watt hour. The suggestion that a 
municipal plant might be started led 
to an agreement by which one half the 
profits in excess of 7.5 per cent in any 
year go to consumers in the following 
year in reductions inrates. Under this 
agreement rates have been reduced to 
the point where homes now pay 4.2 
cents for lighting with a minimum bill 
of 75 cents a month, while separately 
metered service for appliances gives 
them current for 2.1 cents a kilowatt 
hour with a minimum bill of 50 cents. 


A friend of mine, using about 250- 


kilowatt hours a month, is paying an 
average of about 2.5 cents per kilowatt 
hour. The company is regularly mak- 
ing about 10 per cent a year on its 
investment. 

The experience of both these im- 
portant privately owned power com- 
panies shows that domestic consumers 
can be profitably served, even with 
“present average consumption, at not 
much more than half of the present 
average rate prevailing in the United 
States, while the energy rate for ap- 
pliance consumption can fall to two 
cents or less per kilowatt hour. 

The publicly owned electric utility 
at Jamestown, New York, affords a 
convincing demonstration of the fact 
that low domestic rates are economi- 


cally sound. The homes of this city’ 
of 45,000 are now served on the basis 
of a service charge of 70 cents for a 
service capacity of 2 kilowatts or less, 
and 35 cents per kilowatt in excess, 
plus an energy charge which is grad- 
uated down as follows: first 50 kilowatt 
hours, 3.5 cents; next 50 kilowatt 
hours, 3 cents; next 900 kilowatt 
hours, 2.25 cents; and so on down to 
0.9 cents for all in excess of 81,000 
kilowatt hours a month. 

The Jamestown service is rendered 
by a steam plant. It is making what 
for a private concern would be a very 
good profit. With fixed capital total- 
ing $2;386,130, and assets of more than 
$3,000,000, it has an outstanding debt 
of less than $180,000. This indicates 
that a publicly owned steam plant 
serving a city of about 45,000 popula- 
tion in New York State can provide 
the average service at present de- 
manded by the American home at 
about 3.5 cents per kilowatt hour. 
Its average charge for providing a 
home with 250 kilowatt hours a month 
would be about 2.6 cents per kilowatt 
hour. - 

A comparison of the bills which 
would be rendered in Jamestown to 
homes using various amounts of elec- 
tricity with corresponding bills ren- 
dered by private companies in cities of 
the same size in New York State 
clearly reveals the fact that the do- 
mestic rates charged by private com- 
panies have little relation to the cost 
of service. For 35 kilowatt hours the 
Jamestown bill would be $1.23, com- 
pared with $2.60 in Elmira, $2.75 in 
Poughkeepsie, and $3.38 in White 
Plains. For 60 kilowatt hours, bills 
would be: Jamestown, $2.05; Elmira, 
$3.90; Poughkeepsie, $3.85; and White 
Plains, $5.25. For a home using an 
electric range and other appliances 
consuming 250 kilowatt hours a month, 
bills would be: Jamestown, $6.63; 
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Elmira, $8.62; Poughkeepsie, $10.50; 
and White Plains, $22.65. 


Onrario RATES 


The great public yardstick for meas- 
uring the true cost of domestic service 
on this continent is, of course, the 
Ontario League of Municipalities with 
its Hydro Electric Power Commission. 
I have left Ontario till the last because 
I wanted to make plain that there was 
justification for much lower domestic 
rates than those prevailing in the 
United States, even in the records of 
large private companies. Ontario pro- 
vides the strongest justification for the 
contention that two-cent electricity 
for the home is feasible. 

In Ontario the typical domestic 
rate schedule would be approximately 
as follows: service charge, 30 to 60 
cents net, according to the demand; 
energy charge, 1.8 cents net for the 
first 30 to 60 kilowatt hours, and 0.9 
cents net for all current consumed in 
excess of the first block with a mini- 
mum bill of 75 cents. With the present 
level of consumption in Ontario this 
means an average charge of about 2 
cents for the electricity consumed in 
the home, or about one third of the 
United States average. Actually, 87 
per cent of the domestic current con- 
sumed in Ontario is distributed in 
municipalities where the average cost 
to the consumer is 1.9 cents per kilowatt 
hour or less. Only 1.1 per cent of the 
current is consumed where the average 
is over 4 cents a kilowatt hour. 

This does not mean that commercial 
and industrial rates must be excessive 
to balance the low domestic rates, for 
91.3 per cent of the commercial current 
is consumed in municipalities where 
the rate for this class of consumption 
averages 2.9 cents or less, while 38 
per cent of the industrial power is 
consumed where it costs an average of 
$20 per horse power or less, and 91 


per cent of it is purchased at an aver- 
age of $30 or less. 

The Special Board of Inquiry of the 
Quebec City Council, already referred 
to, commenting on the fact that in 
Ontario more than 91 per cent of the 
electric power supplied to industry 
costs the user $30 or less per horse- 
power, says: i 


Apart from a few privileged magnates 
who have been able to impose their con- 
ditions before settling in Quebec, the great 
majority of our industries pay $41.60 a year 
for 1 horse power used 10 hours a day for 
26 days each month. 

In St. Catherine’s, Ontario, with a popu- 
lation of 22,376, the same quantity of 
electricity used during the same period 
would cost $20.90. 


In closing my brief reference to 
Ontario I want to refer to a quotation 
from the Dominion of Canada Bureau 
of Statistics 1931 Report on electric 
Tates. It says: 


A comparison of the cost of electricity in 
Montreal, Toronto, and Winnipeg with 
costs for similar service in fifteen large 
cities in the United States indicates that 
for domestic service the cost in Canada 
was approximately one half the cost in the 
United States and for small power users it 
was one fifth less. 

Comparisons of costs of power to large 
consumers become complicated by load 
factors, power factors, quantities, etc., and 
although the average revenue per kilowatt 
hour for the entire output of central electric 
stations in 1929 was about one third of the 
same average in the United States, it is 
quite possible that some classes of cus- 


.tomers were on an even footing and that 


for other classes the cost was even less 
in the United States than in Canada. 


The significance of this statement is 
that a survey including both publicly 
owned and privately owned systems 
in Canada shows that domestic rates 
can be much lower than those prevail- 
ing in the United States without pe- 
nalizing industrial users of power. 
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Cost ALLOCATIONS 


The companies cannot contend that 
existing domestic rate schedules are 
based on the cost of supplying resident 
service, for they have no true cost 
accounting system. The uniform sys- 
tem of accounts, which originated in 
the industry and was widely’ adopted 
by utility commissioners, makes possi- 
ble a reasonably accurate determina- 
tion of production costs; but in the 
realm of transmission and distribution 
there is confusion. The companies 
themselves claim inability to make 
allocations in the very field in which 
rate differentials originate. Mr. Jud- 
son C. Dickerman, consulting en- 
gineer, associated with the Federal 
Trade Commission, testified concerning 
this classification of accounts before 
the New York Commission on Revision 
of the Public Service Law, as follows: 


It may be confidently asserted that this 
classification in important particulars re- 
flects the oft repeated position of the public 
utility industry that these accounts should 
not hamper the management in stating 
results of operations in such ways as in 
their judgment would be most effective in 
promoting their interests in the finan- 
cial world, that they should exhibit only 
general conditions as to receipts and ex- 
penditures and be in no way a guide in 
establishing the equities of the various rates 
or even of the total earnings. 


Where experts break down these 
accounts and make new allocations, 
especially to determine the capital 
used for the various classes of service, 
the results show that domestic con- 
sumers are paying an unjustly high 
percentage of return on the capital 
actually required for their service, 
such percentages frequently ranging 
above 20 per cent. 

You will recall that when the Wor- 
cester Electric Lighting Company 
appealed to the courts against the 
Massachusetts Department of Public 


Utilities’ decision ‘establishing a max- 
imum domestic rate of 5 cents, Mr. 
Otto M. Rau’s presentation establish- 
ing such cost allocations led the Master 
to rule that while the return on the com- 
pany’s total property would be less 
than 6 per cent, 


‘the order of the Department fixing a 


maximum rate of 5 cents in Worcester does 
not prevent the plaintiff from earning an 
adequate return upon the fair value of that 
portion of its property used and useful in 
rendering electric service to the classes of 
service affected by the order and, therefore, 
that such order is valid and is not con- 
fiscatory. 


COMPETITION VERSUS MONOPOLY 


In conclusion, I want to call atten- 
tion to the statements of representa- 
tives of New York power companies 
in connection with the revision of the 
Public Service Commission Law, in 
which they indicated that energy is 
sold to large industry on a competitive 
basis, but to domestic consumers on 
a monopolistic basis. This is the true 
reason for existing differentials. It 
means that charges to industrial power 
users are the result of a bargain in 
which the prospective consumer says 
to the power company, “Sell us power 
at least as cheap as we can produce it 
ourselves or we will maintain our own 
power plant.” Domestice consumers 
of electricity should have the same 
privilege of buying on a competitive 
basis. Through their corporation, the 
municipality, they should be able to 
say to the power company, “Sell us 
power at least as cheap as we can pro- 
duce it ourselves or we will maintain 
our own power plant.” 

This means that public competition is 
the most effective means of enlighten- 
ing public utility executives as to the 
desirability of reducing the spread 
between domestic and power rates. 
Evidence which I have already cited 
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-shows that private companies respond vicinity of public plants closely ap- 
to this suggestion and that domestic proximate those charged by such 
rates charged by companies in the plants. 


Mr. Leland Olds is connected with the Power 
Authority of the State of New York. 


Lower Domestic Rates! 


By Henry T. Hunt 


O DETERMINE and put into 
_d effect a policy which will aid the 
American family and home against 
disruptive forces seems to be demanded 
by the present situation. This means 
dislodgment of the cult which prevailed 
from 1920 to the stock-market crash 
of October 1929, to wit that big busi- 
ness should not only be given a free 
hand to exploit consumers, but that 
‘ government should aid it in all possible 
ways. Accordingly, Federal and, in 
general, state administration has lav- 
ished upon business, privileges and 
immunities, such as the tariff, nullifica- 
tion of the anti-trust laws, monopoly 
of the air, and discrimination and pref- 
erence in the price of electric current. 
Other speakers have elaborated on 
the extent and the burden on the family 
of that discrimination. It is enough to 
say here that the home pays from five 
to ten times as much per unit as busi- 
ness, that the home uses less than one 
fifth of the current but pays three fifths 
of the expense of providing and main: 
taining the plant and service, and that 
differences in distribution and other 
costs warrant no such differential. It 
“has been made clear, also, that as to 
domestic consumers a monopolistic 
price can be and is exacted, except in 
those few localities where neighboring 
municipal plants exert an influence, 
whereas the price charged the com- 
mercial and industrial user is controlled 
by his ability to establish his own plant 
—an alternative not available to the 
domestic consumer. 


Rewier TarovueH GOVERNMENT 
f COMPETITION 


There is division as to means of 
relief. Congress is determined to regu- 
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late the electric monopoly by govern- 
ment competition. To that end, it has 
twice passed a Muscle Shoals bill, and 
doubtless will do so again. California, 
Washington, and Nebraska have re- 
cently passed legislation to extend 
their already flourishing municipal 
ownership. New York has established 
a Power Authority to handle the St. 
Lawrence River hydroelectric project 
and to sell its output, if possible 
through contracts with the distributing 
companies on such terms as will reduce 
its price to the consumer. It is clear 
that a number of states, stimulated by 
the success of the Ontario Hydro-Elec- 
tric Commission, will soon enact legisla- 
tion to produce or purchase current at 
wholesale and arrange its retailing at a 
reduced price, either through municipal 
plants or by means of contracts with 
private distributing companies. 

But it is obvious that the foregoing 
are long-time projects. The working 
out of the political, legal, financial, and 
engineering details will require decades. 
Furthermore, the opposition of the 
industry is not to be despised. It has 
the sympathy and the aid of the Presi- 
dent of the United States, of the great 
banks and investment houses, of the 
insurance companies, of the press with 
a few exceptions, and of that portion of 
the public which has invested in utility 
securities at prices based on a monop- 
oly of the domestic market. These 
are massive forces which will be able to 
hinder, although not ultimately to 
defeat, the breakdown of the electric 
monopoly, 


Unrmize Existing Means or RELIEF 


Under such circumstances, it is pru- 
dent to apply a portion of our thought 
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and energy to the utilization of existing 
means of relief—to the repair and 
strengthening of regulation through 
state commissions, by no means 
neglecting either the availability of 
Federal regulation in interstate aspects 
or the provision of Federal, state, 
and municipal measures of competition 
and contract. 

State regulation has languished and 
generally become impotent through 
causes which it is possible to remove. 
Legislation is defective. Twenty-five 
of the forty-seven commissions have no 
jurisdiction over the issue of securities; 
seven have none over valuation for 
rate making; seven are without power 
to regulate rates; and fourteen have no 
jurisdiction over accounting. Funds 
and staffs are generally inadequate. 
Many are convinced that the rule of 
valuation adopted by the Supreme 
Court of the United States is reproduc- 
tion cost, and that the companies are 
under this rule entitled to charge rates 
higher than the traffic will bear. Hence 
it is futile to attempt a reduction 
by regulation. But the commissions 
should take heart. There has been a 
substantial fall in the price level. 
Approximately 60 per cent of electric 
utility property has been installed 
since prices were at their peak, and 
this percentage increases year by year. 
Soon the utilities themselves will seek 
to have the prudent investment rule 
applied, and the court will adopt it. 


Tue Camerman Rare Case 


Even failing a change in the position 
of the utilities and of the court, it is 
clear that the domestic consumer can 
obtain relief through regulation which 
applies the reproduction theory of 
valuation. This appears from the 
experience of the Utilities Department 
of Massachusetts in the Cambridge 
rate case in 1929. In 1927 the De- 
partment had reduced the domestic 


rate in Worcester to 4.5 cents, which 
was sufficient to enable the company 
to earn substantial dividends on exist- 
ing capital and provide a surplus.suf- 
ficient to attract additional funds. 
The Department had omitted to pro- 
vide evidence that this rate would 
satisfy the rule of the McArdle case 
(proper weight to reproduction cost) 
and on application to the Federal 
Court the company was granted a tem- 
porary injunction. Before judgment 
was entered in that case, and in 1929, 
the Department reduced the domestié 
rate in Cambridge to 5.5 cents. It had 
valued, according to the McArdle 
rule, that part of the property serving 
the domestic consumer.! 

The Federal Court denied the com- 
pany’s application for an injunction 
and referred the case to a master, who 
reported that the rate was not con- 
fiscatory, as it would return 8 per cent 
or more on the reproduction value of 
that portion of the property serving 
the domestic consumer, and meet all 
expenses of serving that class. If the 
Department’s reduction of the domes- 
tic rate brought the company’s entire 
income. below a fair return on the 
value of its entire property, that result 
was due not to the Department’s order, 
but to the company’s own rate-making 
for power consumers, which was on a 
competitive basis. The master recom- 
mended that the bill be dismissed. A 
change took place in the control of 
the Worcester and Cambridge com- 
panies, and the suits were withdrawn 
before final judgment. Doubtless this 
was done on the advice of counsel for 
the new interests, who feared an ad- 
judication confirming the master— 
a precedent highly dangerous to the 
maintenance of existing domestic rates 
throughout the United States. 

The success of the Massachusetts 
Department in the Cambridge case 

1 Cambridge Co. v. Attwill, 25 Fed. (2) 485. 


seems to me to point out an avenue of 
relief to the domestic consumer through 
state commissions. It warrants a 
description of the process through 
which this success was attained, and a 
discussion of the decisions of the Su- 
preme Court on the rules of what is 
confiscatory rate on a portion of a 
utility’s business. 

The Department and the master 
applied the maxims that every tub 
should stand on its own bottom, and 
that he who calls the tune should pay 
the piper for his own tune and no other. 
They related the charge on the domes- 
tic consumer to the cost of serving him. 
They segregated the expense of serving 
him from the expense of serving other 
classes, and allocated joint expenses. 

There were two parts to the process: 
first, segregation arid allocation; sec- 
ond, appraisal according to the rules 
of the Supreme Court. The first 
process required the application of cost 
finding. There was difficulty in that 
application, as the accounts of the 
Cambridge company were not kept in 
such a manner as to show costs of the 
several branches of the service. How- 
ever, the usual rule was followed, of 
placing on the company the burden of 
showing that the rate was confiscatory. 
The master held that it was necessary 
for the company to show that the dis- 
puted rate would not furnish a reason- 
able return on that portion of the 
property and expense attributed to its 
domestic consumers. This burden the 
company failed to sustain. The coun- 
sel for the Department had the aid of 
Mr. Otto M. Rau of Pennsylvania, 
who suggested the winning strategy: 


Tue QUESTION or CONFISCATION 


The way is open for other commis- 
sions to adopt the same strategy. It is 
available even for those commissions 
which have no power to prescribe cost- 
finding accounting. It is the company 


which has the burden of showing that 
the commission’s domestic rate is 
confiscatory, and it can do so only by 
adopting such accounting methods as 
will show costs properly attributable to 
domestic business. The practicability 
of such accounting has been demon- 
strated.2 Furthermore, as will be 
shown later, the Supreme Court of the 
United States has insisted, in confisca- 
tion cases involving particular rates or 
rates which concern only a part of | 
the utility’s business, that the company 
must show that the challenged rates 
will not provide a fair return on the 
related portion of its property and 
provide for the expense of serving 
the particular class in question, plus, 
of course, a fair remuneration. 

The decisions of the Supreme Court 
in.confiscation cases brought there by 
electric utilities have beeh concerned 
with rate schedules for all classes, with 
the value of the entire property, and 
with costs and revenues asa whole. It 
has not passed in such cases upon the 
question raised in the Cambridge case, 
to wit, whether a commission’s rates 
for the domestic consumer covering 
the cost of service and a fair return on 
property used for that class valued by 
the reproduction cost method, is con- 
fiscatory. However, the Court has 
laid down principles bearing on the 
decision of this question in cases in- 
volving railroad rates set by state 
commissions, and in appeals from or- 
ders of the Interstate Commerce 
Commission involving questions of 
reasonableness and discrimination. 

Railroads are, of course, public utili- 
ties, and their property, like that of 
electric companies, is affected with a 
public interest. Both are in part 
monopolistic, selling service necessary 
to the public, and only in part com- 

2See Hudson W. Reed, Cost Finding for an 


Electric Utility, Bulletin Taylor Society, April, 
1929. 
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petitive, the buyer pro tanto dealing at 
a disadvantage. Both are enterprises 
which require a large initial investment, 
involve heavy overhead expense, and 
supply a service the unit cost of which 
decreases as the total volume increases. 
Both are agencies of the state to per- 
form a public function, and for that 
purpose are invested with a portion of 
sovereignty in the shape of eminent 
domain and the privilege of using 
public ways. Electric current, like 
railroad transportation, 
stored. It must be sold continuously, 
or what is not sold is lost. 

Smyth v. Ames, which sets up a 
standard to test the question of con- 
fiscation, was a case involving the 
question of confiscation by intrastate 
railroad rates set by State legislatures. 
There can be no doubt that tests of 
confiscation and of discrimination ap- 
plied by the court in railroad cases will 
control its decision on the question 
considered here. 

The court long ago decided that it is 
for the legislatures or for commissions 
set up by them, and not for the courts, 
to decide what is reasonable within the 
limits of confiscation. í 


ALLOCATION OF Costs 


In the Minnesota rate cases decided 
in 1912 (230 U. S. 352), the court held 
that to determine whether maximum 
intrastate rates set by state authority 
afford a fair return, the value of the 
property employed in intrastate busi- 
ness and the rates prescribed must be 
considered separately from interstate 
business, and profits and losses on 
interstate and intrastate business can- 
not be mutually offset. The court 
said (p. 453): 


When the business of the carrier is both 
interstate and intrastate, the question 
whether a scheme of maximum rates fixed 
by the state for intrastate transportation 
affords a fair return, must be determined by 


cannot be, 


considering separately the value of the 
property employed in the intrastate busi- 
ness and the compensation allowed in that 
business under the rates prescribed. This 
was also ruled in the Smyth Case (169 U. S. 
466, 541). The reason as there stated is 
that the state cannot justify unreasonably 
low rates for domestic transportation con- 
sidered alone upon the ground that the 
carrier is earning large profits on its inter- 
state business, and on the other hand the 
carrier cannot justify unreasonably high 
rates on domestic business because only 
in that way is it able to meet losses on its 
interstate business. 


In like manner, electric utilities ean- 
not justify unduly high rates on domes- 
tic business to offset unreasonably 
low rates on industrial business; and 
in determining the value of the property 
used, it must be allocated according to 
use by the two classes of customers. 

There is like difficulty of allocation 
to railroad customers as in the case of 
electric utility customers. This diffi- 
culty was brought out as to railroads 
in the Minnesota rate cases, but the 
court brushed the objection aside (p. 
432). It further appears that the 
portion of the property used for do- 
mestic business was ascertained and 
its value determined, and that running 
costs attributable to that business were 
segregated (p. 435 et seq.). 


Decisions IN RAILROAD CASES 


In N. P. Ry v. North Dakota, 236 
U. S. 585 (1912) that State fixed max- 
imum rates for coal, which the railroad 
claimed and the court decided did not 
cover the cost of handling. This, said 
the court, must include the commodity’s 
share of the value of the plant, main- 
tenance of way and structures, general 
expense, taxes, and all outlays. It 
said: 

The state cannot estimate the cost of 
carrying coal by throwing the expense inci- 
dent to the maintenance of the road bed 
upon wheat, or the cost of carrying wheat 
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by throwing the burden of the upkeep of 
the property upon coal or other commodi- 
ties. This, of course, does not mean that 
all commodities are to be treated as carried 
at the same rate of expense. The outlays 
that exclusively pertain to a given class of 
traffic must be assigned to that class and the 
other expenses fairly apportioned. 


In a later case from West Virginia 
it appears that accounts had been kept 
for the purpose of separating expenses 
incident to freight and passenger 
traffic, that about 65 per cent could be 
directly assigned, and that the remain- 
der was divided on the basis of engine 
miles. Taxes were apportioned onthe 
basis of gross sei from each class of 
business. 

In Vandalia Ry. v. Schnull, 255 
U. 5. 113, particular rates set by the 
Indiana authorities were. before the 
court on the issue of confiscation. The 
railroad maintained that the revenue 
from traffic to which the rates apply is 
the test of their legality, and any 
deficiency in them cannot be made up 
by rates on some other traffic. The 
State claimed that the revenue from all 
the railroad’s intrastate business is to 
be taken into account, and if it be 
sufficient to remunerate the company, 
the particular rates, though unremu- 
nerative, are necessarily legal. The 
court, after referring to the North 
Dakota and West Virginia cases, de- 
termined that the railroad’s contention 
was correct. 


Eacu Crass Bears Its Own BURDEN 


It follows that the reverse of the 
proposition there decided is also the 
law, to wit, a rate for a particular class 
fixed by a commission is not confisca- 
tory. if it returns all costs attributable 
to serving that class and remunerates 
the company, although the total reve- 
nues from all rates, including those set 
by the company itself, are not sufficient 
to cover all costs and a proper remuner- 


ation to the company. In such a case 
the company’s own conduct is, prima 
facie at least, the cause of its sufficient 
revenue, 

Strong support is afforded this prin- 
ciple by the Illinois Bell Telephone 
case, decided in December 1930. The 
commission had fixed the rate for local 
service in the City of Chicago and de- 
termined the value of the property 
used and useful for that service. On 
appeal to the District Court the rate 


. Was enjoined as confiscatory without a 


finding of the separate value and ex- 
pense of the interstate and intrastate 
property and business of the company. 
That Court determined the issue of 
confiscation on the basis of the total 
Chicago property of the company, al- 
though that'property was used for both 
classes of service. The Supreme Court 
reversed the judgment and sent the case 
kack for specific finding of the separate 
values. The Court gave further sup- 
port to the principle that rates are to be 
related to the cost of service, by declar- 


_ing that the cost to the holding company 


of rendering service to the operating 
company is a relevant consideration 
in determining the reasonableness of 
the former’s charges as a proper operat- 
ing expense. It said: 


. there should be specific findings by 
the statutory court with regard to the cost 
of these services to the American [holding] 
Company and the reasonable amount which 
should be allocated in this respect to the 
operating business of the Illinois Company 
in the years covered by the decree. 


COMPETITION AS A Factor 


I do not contend that it would be 
advisable for state commissions to set 
rates on the basis of cost of service 
alone, disregarding other factors, such 
as competition. The proposition 
which is here defended is that the order 
of the commission will not be held con- 
fiseatory if it sets rates for a particular 


Bye 


er 


ay 


‘to exact service at cost. 
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class of consumers which will return 
the cost of service to that class and a 
fair remuneration to the company. 
The duty of the commissions includes 
the obligation not to cripple the com- 
panies, and a sudden and exclusive 
application of the cost principle, with- 
out regard to competitive conditions, 
would render most of them financially 
incapable of supplying the service. 

Discrimination by reason of compe- 
tition may be legally approved by the 
commissions. They are required by 
law to set reasonable and nondiscrimi- 
natory rates. They are not required 
The Supreme 
Court has decided in railroad cases on 
appeals from orders of the Interstate 
Commerce Commission, that competi- 
tion may be taken into account pro- 
vided that the competitive rate may 
not be so low as to cast a burden on 
other consumers greater than if the 
competitive rate did not exist. Such 
was the decision in U. P. Ry. v. U. S., 
117 U. S. 355, where local passenger 
rates higher than the through competi- 
tive rates were approved because the 
competitive rate was not shown to 
increase the burden on local shippers 
for railroad transportation. 

Certain other decisions of the Su- 
preme Court bearing on the cost prin- 
ciple should be cited. Puget Sound etc. 
Ry. v. Reynolds, 244 U. S. 574, decides 
that an order of a commission fixing 
fares on an entire street railroad system 
is not confiscatory, although it applies 
to a branch where the rate does not 
cover cost, provided that earnings from 
the entire system are adequate. The 
decision follows St. L. & S. F. v. Gill, 
156 U. S. 647, where it was said: 


The company cannot claim the right to 
earn a net profit from every mile, section 
or other part into which the road might be 
divided, nor attack as unjust a regulation 
at which some part would be unremunera- 
tive. 


The rate challenged as confiscatory 
is not to be charged with the burden 
of supporting a portion of the carrier’s 
property irrelevant to the service in 
question.! 

Losses to a water company volun- 
tarily serving customers outside the 
city are not to be compensated for by 
the rates in the city which the company 
is bound to serve.* 


Powers anD Durres or COMMISSIONS 


Commissions have a wide discretion 
as to reasonableness and discrimination. 
The factors that they may consider are, 
among others: the value of the service, 
its cost, volume, and degree of con- 
tinuity, and competitive, social, and 
economic considerations. The courts 
have nọ power to reverse if a due 
hearing has been afforded and its find- 
ings are not confiscatory or merely 
arbitrary. Assuming that the com- 
missions will perform their duty of 
maintaining rates at a sufficient level 
to enable the companies to supply serv- 
ice—and of this experience gives 
ample warrant—there is little basis 
for the fear of the forces in control of 
electric utilities that the establishment 
of cost-finding accounting for each 
class of service will lead the commis- 
sions to base rates on cost alone. 

The quickest means of relief to do- 
mestic consumers is by legal action of 
state commissions having power over 
rates. They will accomplish nothing 
by endeavoring to persuade the forces 
controlling the industry voluntarily to 
reduce domestic rates. It has been 
demonstrated over and over that re- 
duction would increase consumption 
and net revenues. Yet those forces 
remain obdurate. 


3 Florida Coast Ry. v. U. S., 233 U. S. 167. 
Rates for local citrus not chargeable with expense 
of oversea extension to Key West. 

1 San Diego, ete. Co. v. National City Bank, 
174, U. S. 739, 758, (1899). 
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These controlling interests are not 
experts in management, but are in- 
vestment banking houses primarily 
interested in marketing securities. The 
. fascinating game of writing up capital 
values on utility books fully occupies 
their attention. Doubtless the experts 
in management whom they hire urge 
them to reduce domestic rates, promis- 
ing larger revenues, but are not heeded. 


Domestic rates at their present level 
support the industry. Why take a 
chance on reducing them? The pres- ° 
ent controllers of the electric industry 
resemble all possessors of power. It is 
never surrendered. They tell us that 
the domestic consumers are parasites 
enjoying service at unremunerative 
rates; but they refuse to install account- 
ing which will show comparative costs. 


Mr. Henry T. Hunt is associate counsel of the Joint 
Legislative Committee to Investigate the Affairs of the 
City of New York. He has been a member of the Ohio 
House of Representatives, mayor of Cincinnati, and 
member of the United States Railroad Labor Board. 
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Utility Regulation 
Federal and State 


By Girrorp PrncHor 


T IS well known, and has been for 
years, that there are large gaps in 
our system of regulating the public 
utilities. One of the largest of these 
gaps, and one which affects both State 
and Federal Governments, concerns the 
interstate transmission. of electric en- 
ergy. 

Where electricity transmitted from 
one state to another is sold by one dis- 
tributing company to another distrib- 
uting company for resale to consumers, 
regulation of rates is impossible. The 
Supreme Court held to this effect in 
the Attleboro case. 

There has been much discussion of 
how to close this gap. Several plans 
have been proposed, apparently de- 
signed to prolong the discussion rather 
than to close the gap. But there has 
been no action. 

Yet it is extremely important for us 
to close not only this particular gap in 
regulation, but all the other holes, gaps, 
and breaches that have been blasted 
through our regulatory system by the 
persistent effort of shortsighted utility 
leaders. It is extremely important if 
investors and consumers are to be pro- 
tected. 

There is, however, an even greater 
significance in the problems before us. 
The age in which we live has been 
described as a race between man and 
the machines he has created. That is 
more than a figure of speech. Millions 
of men are aware that even now, while 
they wait to go back to work, machines 
are being invented, manufactured, and 
sold which will make it impossible for 
all of them, for many of them, to go 
back. 


Faca Our PROBLEMS 


Here is the crux of one of our greatest 
problems. Is the mind of man able 
enough and courageous enough to solve 
the difficulties of international relations? 
Is the mind of man able enough and 
courageous enough to solve the prob- 
lems of depression and unemployment— 
of crime—of social security? 

There are pessimists who revel in 
telling us that these problems are al- 
ready beyond our intelligence; that we 


must expect worse depressions and the 


periodic starvation of millions of human 
beings for generations or ons to come. 

What these men roll as a sweet morsel 
under their tongues I do not for a mo- © 
ment believe. I do not conceive that 


‘for want of intelligence or want of 
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courage the human race is helpless to 
control its fate. We are greater than 
our problems, and we cannot allow them 
to overcome us. But neither can we sit 
still in the muddled hope that our prob- 
lems will solve themselves. In the 
utility field and in the field of national 
development we must look our troubles 
squarely in the face and neither dodge 
nor postpone the effort required to han- 
dle them. 

The problem, for example, of equaliz- 
ing production and consumption 
throughout this Nation will not solve 
itself. If it is to be attacked through a 
National Planning Council, which will 
act as the War Industries Board acted 
to budget production and consumption, 
then clearly a new conception of con- 
trol, either by the Government or the 
industries acting together under the 
Government, must be formulated and 
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applied. This is a problem which 
eclipses in size, and in importance, the 
regulation of our public utilities, be- 
cause it includes it and extends be- 
yond it. 

I am not advocating, and I believe 
very few would approve, control over 
private business in general, such as is 
-~ now exercised over public utilities. 
But I do say that the problem of equal- 
izing production and consumption in- 
volves some sort of control, and that 
such control of certain businesses is 
necessary if recurring depressions are 
to be avoided. 

Some will declare that if, after a gen- 
eration of effort and experience, the 
American people have been unable to 
regulate satisfactorily a few public util- 
ities, it follows that we shall be unable 


to exercise, either through the machin-, 


ery of government or through groups of 
business men acting with some govern- 
mental powers, any of the important 
controls which are essential if produc- 
tion and consumption of commodities 
are to be equalized. This defeatist 
attitude seems to me both unnecessary 
and unwise. I believe on the contrary, 
that we have intelligence and courage 
enough not only to regulate our utilities 
to our satisfaction, but also to design 
and control our economic machinery so 
that the gears of our economic life will 
mesh and not jam. 

Let us look for a moment at the util- 
ity situation as it affects both Federal 
and State governments, and see whether 
the various solutions proposed are cal- 
culated to drive us through and beyond 
our present troubles or to leave us 
stranded where we are. 


INTERSTATE ENERGY TRANSMISSION 


There is what I consider an unfortu- 
nate tendency to minimize the problem 
of utility regulation in relation to the 
states and the United States. It is 
asserted that the amount of electric 


energy transmitted across state bound- 
aries is only 13 per cent of all that is 
generated, and that no other utility 
problem really concerns the Federal 
Government. The conclusion is drawn 
either that the individual states are 
competent to handle the whole question, 
or that we must resort to the tedious, 
laborious, and ineffective method. of 
interstate compacts. 

Is the interstate problem of electric 
energy really small? Pennsylvania im- 
ports 25.88 per cent of the energy it 
consumes. New Jersey imports 26.12 
per cent. There are eleven states 
which import over 40 per cent. The 
1929 average, with duplications elimi- 
nated, is 17.57 per cent, and the 
percentage is growing every year. Inter- 
state transmission of electricity is no 
small matter. 

Was it entirely an accident that the 
huge State Line plant of the Insull 


‘companies, designed to serve Chicago, 


was located across the border in Indi- 
ana, or that the Conowingo plant, 
designed to serve Philadelphia, was lo- 
cated in Maryland? While we allow 
this-particular gap to remain open, much 
unregulated utility service will flow 
through it. 

But is this the only problem out of 
reach of the state commissions and in- 
volving the use, or the refusal to make 
use, of the Federal power? By no 
means, for we have plainly before us a 
vast demonstration of the concentration 
of economic power in utility groups 
beyond state lines, beyond the chance 
of state regulation, and beyond even 
imaginary or imaginable compact zones. 

Take this illustration: about 90 per 
cent of the total electric power gen- 
erated in central station plants in this 
country is under the domination or the 
influence of four major banking interests. 
Can any one contend that the decisions 
of such groups can be controlled by 
individual states? Until recently the 
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most powerful political influence in 
Oregon was the Portland Electric Power 
Company. This company is sometimes 
considered a subsidiary of the Electric 
Bond and Share Company, which in turn 
is dominated by the House of Morgan 
in New York City. Could any possible 
utility commission or any conceivable 
compact between states deal with a situa- 
tion like that? 

This problem of economic control 
extends far beyond the utility field, and is 
gradually affecting all citizens, workers, 
and small business men as well as all 

_ utility users. A recent study shows 
that the two hundred largest corpora- 
tions, excluding banks, received 40 per 
cent of the total net income of all cor- 
porations in America, and that these 
two hundred, less than seven hundredths 
of one per cent of all the corporations 
in number, controlled nearly one half 
of all our corporate wealth. 

During the period 1919-1927, while 
the largest railroads increased their 
assets 21 per cent, and the largest in- 
dustrials 46 per cent, the thirty-six 
largest public utilities increased theirs 
157 per cent, or from assets of $6,000,- 
000,000 to $15,700,000,000. In the 
merger movement the utilities have led 
the way. 

Professor Means, from whom the 
above figures are taken, estimates that 
if the past rate of growth of the large 
corporations and of the national wealth 
continues, within twenty years virtually 
one half of the national wealth, includ- 
ing the homes of our people and the 
lands of our farmers, will be owned by 
two hundred giant corporations. 

When we consider how closely polit- 
ical control follows the dollar, this is a 
gigantic and portentous change for our 
Nation to face. 

In view of the terrific growth of con- 
centration, the current attacks on the 
anti-trust laws as the cause of the depres- 
sion seem to me to lack a sense of hu- 


mor, whatever other merit they may 
possess. On the face of the facts, the 
anti-trust laws have operated as in- 
effectively as the utility laws. Those 
who wish to leave the people still fur- 
ther at the mercy of vast concentra- 
tions, rather than to strengthen the 
laws which should protect the people, 
have the burden of proof on their 
shoulders. They must have specific 
substitutes to propose. 


Erects or CONCENTRATION 


Has this concentration of utilities 
amounted, as has been claimed, to a 
kind of painless dentistry which took out 
the teeth of the law without harmful 
effects? Ask the people who bought at 
200 utility stocks that are now down to 
20—and pardon if you can the profan- 
ity of their answer. 

The part which holding companies, 
escaping both State and Federal regu- 
lation, have had in creating an artificial 
market has received too little public 
attention. Every time there was a 
merger the managing utility set the 
level of the new stocks floated, by start- 
ing with the high levels of outstanding 
stocks, boosting them to make an ex- 
change seem profitable, and then nail- 
ing the new high level, in some cases, 
by offering a cash alternative as part of 
the exchange agreement. 

During the decade 1920- 1929 there 
was no utility merger which did not 
lead the public to believe that the utility 
controllers were counting on ever higher 
values. During this whole period there 
was, so far as I know, only one utility 
executive who ever informed the public 
that the stock of his company was 
high enough. He did it back in 1926, 
and, to my knowledge, he did it only 
once. 

The result of these mergers, engi- 
neered by holding companies outside of 
State control and not within Federal 
control, was to help largely in creating a 
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stock face level which many of our 
largest business leaders are now freely 
describing as “crazy.” For years, when- 
ever there was a slight slump a new 
utility merger would again lead the list 
upward. l l 


The accountants of the House Com- 


mittee on Utilities in Pennsylvania in 
1931 described a merger in which an 
outside holding company, the Lehigh 
Power Securities, an Electric Bond and 
Share interest, bought a series of com- 
panies at high prices and forced the 
_ operating utility to take them over. 
In the two years 1928 and 1930 the ac- 
countants found write-ups of $43,462,- 
591, and stated that a later bond issue 
based on these : speculative values 
actually wiped out the real assets be- 
hind most of the preferred stock. 


Finpines of FEDERAL TRADE ` 
COMMISSION 


This was not an isolated instance. 
The. Federal Trade Commission, which 
is only halfway through its work, has 
already listed several hundred millions 
of write-ups. In Pennsylvania wefound 
that there were $30,421,000 of write-ups 
in the water supply industry and $113,- 
327,000 in the electric power industry. 
These are not valuations claimed in rate 
cases. They are figures entered on the 
books of the companies, on the basis 
of which securities have been issued and 
sold to the public. 

I think no serious-minded person. will 
care to deny my claim that by leaving 
holding companies uncontrolled—for 

_want of Federal legislation—we have 
allowed them to carry on speculative 
and riotous stock-jobbing. This stock- 
jobbing has hurt investors. It has 
prevented operating utility managers 
from reducing rates, even if they wanted 
to, to the extent which the engineering 
advances in the industry warranted. 
This is far from a satisfactory situation, 
and any proposals which tend to con- 


tinue that situation are far from satis- 
factory to me. 

During October the Federal Trade 
Commission uncovered operations of 
the Standard Gas and Electric Com- 
pany, a holding company operating in 
Pennsylvania, and the first Pennsyl- 
vania company investigated by the 
Commission. In thé course of setting 
up a cloud of camouflage corporations 
in Delaware, Maryland, and elsewhere, 
the Standard Gas and Electric sold 
stock to the public which dropped in 
1929 from 189 to 50. At one stage of 
this financial maneuvering, the bank- , 
ing firm of Ladenburg, Thalman and 
Company received $12,084,500 from the 
Byllesby Company for nothing more 
than the control and for only one half 
of the financing profits. The privilege 
of exercising managerial control over a 
large utility is clearly worth a lot of 
money to a banker. 

What more need I say? Beyond 
practically all State control and at 
present free from any Federal control, 
the holding companies have been our 
biggest. and most disastrous speculators. 
Their speculating has contributed nei- 
ther to the wealth nor to the progress of 
the Nation. Are we to allow the hold- 
ing companies, as soon as the depression 
is over, to do it all over again? Not un- 
less all intelligence and all courage have 
left us. 

The problem of the holding compa- 
nies, even more than the problem of 
interstate transmission, is beyond the 
reach of the states individually, or of 
groups of states under compacts, even 
if compacts could be put through in 
time. ' ; 

At this point, before we discuss pos- 
sible extensions of Federal or State 
authority, I should like to set certain 
fond hopes at rest. These hopes seem 
to be that, because of their absorption 
in taking care of the unemployed this 
winter, the people of Pennsylvania, in- 
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cluding their Governor, are going to for- 
get all about the extortionate rates 
charged by many of the utilities, and 
the shuffling inefficiency of their Public 
Service Commission. There is nothing 
in that. 


Hies Consumer Rates 


The people are letting me know that 
they have not forgotten. And I have 
not forgotten, either. Two years ago 
when men were getting 60 cents an 
hour, and getting it when they wanted 
it, they had to work 5 hours to pay a $3 
light bill and 10 hours more to pay a 
$6 gas and water bill. Now when they 
get 30 cents an hour, if they get any- 
thing at all, they have to work 10 hours 
to pay their light bills and 20 hours to 
pay their gas and water bills. 

Under these circumstances are the 
people likely to forget that where other 
prices are falling, including wages, pub- 
lic utility rates stay up? Are they 
likely to forget that publie utility ex- 
penses, including supplies, are far below 
their previous level? Are they likely 
to forget that public utilities actually 
increased their profits in the depression 
year of 1930? The public utility issue 
was made and is being kept alive by the 
public utilities, the holding companies, 
and the Public Service Commission; 
and not one of the three has so far 
? proved that the Ethiopian can change 
his skin or the leopard his spots. 

Let me make a constructive sugges- 
tion. Many of the utilities, to put it 
mildly, have been relatively little af- 
fected by the depression. ‘This is not 
true of their customers, who have been 
very much affected. It is reasonable, 
therefore, that the utilities should con- 
tribute something to get, us out of the 
depression, and I mean something more 
than a promise to pay wages or build 
plants, which the consumers pay for in 
the end. 

Business friends of mine inform me 


that leaders of business are busy look- 
ing over all their old patents to see if 
they have neglected some device or ap- 
pliance which the public would really 
want to buy, and which would help to 
start up the wheels of industry again. 
This need not be an elaborate search 
on the part of the electric industry. 
Even in the worst of this depression, 
some electric appliances, such as re- 
frigerators, have been selling steadily. 

What. the State pays for electric 
appliances for hospitals and other in- 
stitutions is very different from what 
individuals pay for the same things. 
On some refrigerators the difference 
amounts to $70 each; on others to $54 
—a matter of 24 to 32 per cent. On 
toasters, ironers, washing machines, 
and fans the individual consumer pays 
from 40 to 100 per cent more than the 
State. Yet nothing is more certain 
than that the companies sell to the 
State at a profit. 

The electric appliance companies 
could greatly increase their market by 
lowering their prices. They could sell 
more appliances at a smaller unit of 
profit. Then the retailers could do 
the same by lowering their margin per 
unit sold. 

Nobody questions the field for in- 
creased use of appliances at more rea- 
sonable prices. And here is a chance 
for the electric appliance companies to 
contribute to the forward movement 
for industrial recovery. Operating 
utilities also could help. Low cost of 
current means low cost of operation, 
and that induces purchase. With the 
increased use of appliances there would 
be increased consumption, and under 
an adequate system of regulation a 
further reduction of rates would be- 
come possible. 

The effectiveness of this policy has 
been amply demonstrated in Ontario. 
It remains for our utilities to utilize 
their strategic and protected position in 
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our industrial life, and to give our in- 
dustrial recovery a real and not merely 
a conversational boost. 

Let us return to our main inquiry. 
What should be the future of State and 
Federal regulation? < 

There are those who want nothing 
. done. Not long ago they included 
_ most of the National Association of 
Railway and Utility Commissioners. 
Now they have changed. They are 
now for the improvement of State 
regulation. And that leaves the utili- 
ties about the only people who want to 
, keep the status quo. 

But the utilities are very powerful. 
They gave us a demonstration of their 
power in the Senate of Pennsylvania 
last spring. In Congress they have 
given us an object lesson on Muscle 
Shoals for ten years. Their determina- 
tion to keep things as they are is not to 
be despised. 


Prorestine State Rients 


There is another group which be- 
lieves that state regulation can be so 
improved as to cover the situation sat- 
isfactorily. This belief is buttressed 


by the argument that when state regu- ` 


lation is supplemented by some meas- 
ure of Federal regulation, the state 
somehow loses an important right. 

Theoretically, although I cannot see 
it, they may be right; practically, they 
are wrong. If the effect of a policy of 
no Federal regulation at all is to leave 
large gaps in our regulatory system, 
what rights are the states gaining or 
maintaining by such a policy? Noth- 
ing but the right to let things go by 
default. 

I have much respect for those who 
believe that State government should 
be strengthened and that the policy of 
State rights should be enforced; but 
when a geographical unit like a state is 
called upon to protect its people from 
` legal monopoly whose seat may be in 


another state three thousand miles 
away, it is time to stop thinking theory 
and act upon the facts. 

An uncompromising State-rights at- 
titude in the face of economic and po- 
litical utility domination on a national 
seale is the mark of the dyed-in-the- 
wool reactionary—theman whose think- 
ing dates back before the Civil War. 
Actually the State-rights doctrine car- 
ried to such extremes is but another 
face for the ancient Roman doctrine, 
the present utility doctrine, of divide et 
invpera~—divide and conquer. 

When the doctrine of State rights is 
offered as a solution ‘for the gigantic 
nation-wide problem of public utility 
regulation, and whén with hardly an 
exception that doctrine has failed to 
meet the situation, then the reasonable 
man looks for another way out. 

My firm conviction is that the ques- 
tions which the utilities have put before 
the people cannot be settled by individ- 
ual states. acting’ alone; that the 
problem has become in many aspects 
essentially national; and that it can be 
solved only under the leadership of the 
Nation, supplementing the actions and 
powers of the individual states. 


INTERSTATE Compacts INADEQUATE 


Interstate compacts are occasionally 
advocated as a solution. There are 
cases in which they have their uses. 
But that is only when competition be- 
tween neighboring states is the essence 
of the problem, as im the soft coal in- 
dustry: of Pennsylvania, West Virginia, 
Ohio, and Kentucky. 

In most cases, and on the face of it, 
in view of the length of time it has taken 
many of our states, including New York, 
Pennsylvania, and New Jersey, even 
to decide that they did not want a 
compact, and the longer time it might 
require to decide that they did, discus- 
sion of interstate compacts seems to 
be merely a way to prolong debate and 
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keep us from doing anything. I used 
to be open to persuasion in the matter 
of compacts, till I came to understand 
their capacity for interminable delays. 
Then I saw the error of my ways. The 
Boulder Dam compact, for example, 
dealing with one dam in one river, took 
something like a dozen years to put 
through. While I do not question the 
sincerity of those who propose this 
solution, they should consider such facts. 

But there is another and more funda- 
mental objection. Even states joined 
by compacts could not get at the books 
of a holding company operating in 

_ those states: if-it also operated in other 
states outside the compact. Nor will 
states under compacts have any power 
over the securities of an interstate cor- 
poration. in so far as they affect its 
properties in foreign states. In short, 
there is nothing in the problem of utility 
control outside of interstate transmis- 
sion of energy, which a compact could 
adequately handle. 

We are told that Federal regulation 
will impair State regulation. What 
will it impair? Certainly not the con- 
trol over holding companies, for the 
states have none now. And yet what the 
holding companies do in frenzied finance 
is the essence of what needs to be stopped 
or controlled in the utility field today. 

Federal regulation may well be based 
on actual prudent investment, as is now 
provided in the Federal Water Power 
Act. Would it impair state regulation 
if a Federal valuation is found to be 
lower than a state valuation? Such a 
contrast should give state regulation a 
new urge to life and action. 

I can see nothing in this argument. 


The Public Service Commission of . 
Pennsylvania did not founder and did 
not weaken because, at my suggestion, 
in concert with the Maryland Commis- 
sion and the Federal Power Commis- 
sion, it cut off a few million dollars in 
promoters’ profits from the financial 
set-up of Conowingo. 

Certainly one of the main problems is 
to reach beyond the operating compa- 
nies to the corporations which hold, 
own, and control them. Because of 
the nation-wide character of industrial 
control, this can be done only by the 
Federal Government’s supplementing 
the powers of the states. More than 
that, it should be done, and done soon. 

The day when the electric utility 
industry will surpass by far every other 
industry in the country and reach into 
every home is not a generation away. 
That industry can raise the standard of 
living of every family in America. It can, 
through short-sighted greed, hold every 
family back. It is a national concern. 

The leaders of the electric industry 
have the Nation for their province. 
To meet them effectively we must meet 
them not only on our state ground but 
on their national ground also; for only 
there can we meet them on something 
like equal terms. Unless we meet them 
where their strength is, we have in fact 
surrendered to them. And if we sur- 
render in this field, there is less than 
little hope for victory in the more com- 
plicated matter of establishing an indus- 
trial order which can function without 
periodic depressions. 

This is a matter too important for us 
as a Nation to allow of postponement or 
retreat. 


-Hon. Gifford Pinchot is Governor of the State of 


Pennsylvania. 


He has for many- years been promi- 


nently identified with state and national movements for 
the conservation of natural resources and served during 

_ President Roosevelt’s administration as chief of what 
is now the United States Forest Service, 


A Plea for State Regulation 


By Wiuttam J. Donovan 


HE subject of this discussion raises 
this issue: Where shall the ultimate 
authority and the responsibility of regu- 
lation lie? Shall we have regulation 
by the Federal Government acting upon 
the whole power industry through- 
out the forty-eight states, or shall we 
utilize the governments of the states, 
the agencies of control which they have 
already instituted, and such agencies as 
the combined action of states within an 
economic region acting with a common 
interest might devise? 
The student or even the casual 
observer of the American Common- 
wealth can perceive that we have di- 
vided our economic society into 
innumerable small self-governing com- 
munities where local needs and neces- 
sities are answered directly at their 
source by local government, more 
likely’ to be sympathetic with and 
‘understanding of the problems pre- 
sented,, and under the immediate 
pressure of the community to respond 
quickly to its needs and necessities. 
Those who have studied this Nation 
have recognized that the vigor of its 
spirit, the resiliency of its fiber, and the 
source of its strength have been found 
in great part in the insularity of the 
` states and of its various regions. This 
has given to every community a con- 
sciousness of responsibility and an ex- 
perience in self-government which have 
made us a people progressive and alert 
` to changing conditions. 

There ‘are some of us who feel that 
this individuality and consciousness of 
local self-government should not lightly 
be discarded but should be energetically 
maintained. We have modified the 
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exercise of control of these com- 
munities in the presence of problems 
which exceeded all locality of interest, 
and in these cases have imposed upon 
the Federal Government the task of 
their regulation or administration. 
Where problems cannot be effectively 
dealt with by the states, there may 
justly be Federal regulation; but 
where the problems are essentially 
local or at the most regional in their 
operation, their governance should 
not be taken away from local agencies. 


Has State REGULATION FAILED? 


Our first question then is, Are the 
states unable to regulate publie utili- 
ties effectively, especially the electric 
and gas utilities? 

The general problem of the regula- 
tion of these utilities is essentially a 
local one. The purpose of regulation 
is the control of the rates charged and 
the services rendered by the utility to 
the consumer. The test of success or 
failure is the ability of the regulatory 
body to deal effectively with the 
utility at its point of contact with the 
consumer, 

The problem is to provide a workable 
and effective system which will best 
serve the needs of the public. While 
this is an economic question, it is also a 
problem in government. 

In June 1931, the Governor of 
Pennsylvania said in effect that the 
question of public utilities cannot be 
settled, by the individual states acting 
alone; that the effort to settle it thus 
is hopeless from the start; that the 
problem is essentially national in its 
character and that it can be solved only 
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under the leadership and by the action 
of the Nation itself; assisted and sup- 
ported, of course, by the cotrdinate 
action of the individual states. 

I would respectfully suggest that 
when applied to gas and electrical 
utilities, such a statement is a generali- 
zation entirely too sweeping. 

Those who would invoke the inter- 
vention of the Federal Government 
point out, as the Governor has done on 
more than one occasion, that approxi- 
mately 70 per cent of all the homes of 
this country are wired for electrical 
service; that there is an increasing 
number of homes using both gas and 
electricity; that these services are 
delivered by power utility companies 
operating throughout the. entire coun- 
try with interlocking systems of finance 
and management, and increasing facil- 
ities in interchange of services among 
the different companies; and that even 
though small in proportion to the total 
industry, large amounts of gas and 
electricity are nevertheless transmitted 
across state lines. 

It is further urged that this whole 
interstate system is characterized by 
various abuses such as watered stock, 
the exploitation of operating companies 
for the benefit of holding companies, 
and a general ruthless indifference to 
the needs of the public. This argu- 
ment is coupled with the statement 
generally made that there is a break- 
down in state regulation and that we 
are consequently forced to turn to the 
Federal Government. 


Loca versus Remote REGULATION 


Undoubtedly there arise out of the 
control of these utilities problems 
which are the same in various parts of 
the country. There are abuses to be 
remedied which are similar in their 
nature whether they occur in one state 
or in another. But granting such a 
condition, it does not necessarily follow 


that the questions can be met and the 
remedies obtained by going to a remote 
central government rather than by 
insisting that the problem be dealt 
with effectively by an immediate local 
government. It is important to keep 
this distinction in mind. Failure to 
do so might lead us to the selection of 
remedies inconsistent with our theory 
of government and really ineffective 
in solving the problems that are 
presented. 

One of the fundamental principles of 
our government is that local issues can 
best be dealt with by locally constituted 
authorities, readily accessible to the 
public they serve, and most familiar 
with the problems involved. This 
principle has its roots in the practical 
experience of our people. It has been 
described by Lord Bryce as the most 
important contribution of the Ameri- 
can people to the science of govern- 
ment. Under this principle the true 
test of whether regulation should be in 
the hands of the individual states or 
in some centralized Federal agency is 
a practical one, both from an economic 
and a governmental point of view. 
That agency, whether it be the Federal 
Government or the governments of 
the states, which can most effectively 
control the utilities should be the one 
to administer that control. 

Tf it be conceded that the Federal 
Government should not be permitted 
to usurp the function of state agencies 
in dealing with problems that are 
entirely within the state and are 
wholly local, we have then only the ` 
further question as to the best method 
of dealing with problems arising from 
the interstate transactions of the gas 
and electrical utilities. This raises the 
question of the power of the state 
under our Constitution to provide 
effective regulation. 

In order to determine this question, 
we must consider the power of the state 
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under existing laws and the methods 
which could be employed.to carry that 
power into effect, in comparison with 
the authority which the Federal Gov- 
ernment might assert under our Con- 
stitution. 


` INTERSTATE TRANSMISSION OF POWER 


An illustration of the division of 
powers between the Federal and state 
governments may be found in the inter- 


state transmission of gas and electricity. 


It has been variously determined that 
of the total electricity produced, from 
13 to 20 per cent is transferred across 
‘state. lines. In order to determine 
whether the states are able to regulate 
this commerce effectively, it is neces- 
sary to analyze the decisions of the 
courts with reference to the various 
conditions under which this power is 
transmitted. 

The Supreme Court has held that 
interstate transmission of gas and 
electricity is interstate commerce. In 
general, there are two distinct situa- 
tions in respect to this commerce. 
The first situation arises when a 
company produces power in one state 
and sells it directly to consumers in 
another state. In this case the Su- 
preme Court has held that the state 
in which the power is sold may regulate 
the rates charged to the consumer. 
In such a case, moreover, the state 
commission clearly has power to ex- 
amine into and to consider the costs of 
production in determining the reason- 
ableness of the rates. 

' The other situation arises whee a 
producer situated in Pennsylvania, for 
‘example, sells power at wholesale to a 
distributor in New Jersey, who in turn 


sells the power at retail to consumers: 


in New Jersey. The Supreme Court 
has held that the sale by the Pennsyl- 
vania company to the New Jersey 


1 Pennsylvania Gas Co. v. Public Service, 252 
U. S. 23° (1920). 


company could not be regulated by the 
State of New Jersey because such com- 
merce is regarded as national in scope 
and requiring uniformity of regulation.” 
Nor could Pennsylvania, where the 
power is generated, regulate the sale.* 

However, in regard to the rates 
charged by the distributor in New 
Jersey for power sold to consumers, 
within that State, the Supreme Court 


‘has held that New Jersey might regu- 


late such rates because the distribution 
and sale occurs entirely within the con- 
fines of the State and is primarily a 
problem of local concern.‘ 

Those who advocate Federal regula- 
tion of interstate transmission have 
variously estimated that from 13 to 20 | 
per cent of the total electricity pro- 
duced is transferred across state lines. 


- However, this estimate fails to take 


into account the fact that a large part 
of such interstate transmission is sub- 
ject to full regulation by the state in 
which the power is sold.$ 

In the bulletin of the National Elec- 
tric Light Association for October 1929, 
the only source that I have been able 
to discover which contains statistics 
relating to this particular problem, 
there is set forth the percentage of 
power sold in wholesale inter-company 
transactions and the percentage pro- 
duced in'one state and sold to con- 
sumers in another state by the same 
company. ‘This table shows that only 
a little over 38 per cent of the power 
transmitted across state lines in 1928 
concerned wholesale interstate trans- 
actions which the courts have said are 
not within the power of the states to 


2 Missouri v. Kansas Natura Gas Co., 265 
U. 5. 298 (1924). 
3 Public Utility Commission v. ` Atileboro Steam 

& Electric Co., 273 U. S. 93 (1927). 

. 4 Pennsylvania Gas Co. v. Public Service Com- 
mission, supra; Public Utility Commission v. 
Landon, 249 U. S. 236 (1919). ; 

5 Pennsylvania Gas Co. v, Public Service Com- 
mission, supra, 
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regulate. Of the total consumption 
of electricity in the United States, 
such power amounted to a little over 
4 per cent. i 

On the other hand, it may be true 
that the percentage of electric power 
transmitted at wholesale across state 
lines in certain localities is so large as 
to present a serious question to the 
local authorities. However, this in 
itself does not justify Federal inter- 
vention if other means are at hand for a 
local solution of the diffculty. 


Is STATE AUTHORITY ADEQUATE? 


As a result of the decisions of the 
courts it appears that there is only 
the one principal type of transaction 
which may be said to cause difficulty 
to the states in their efforts to protect 
the consumer from unreasonable or 
exorbitant charges, and that is the 4 or 
5 per cent of the total power produced 
which is sold by a generating company 
located in one state to a distributing 
company in another state. The ques- 
tion is raised whether the power of the 
state to regulate the rate charged to 
the consumer constitutes adequate 
protection. The argument is that, 
since the reasonableness of the price 
charged the consumer must be tested 
with reference to the cost of generating 
the power, it is necessary to inquire 
whether it is possible and practicable 
for the state to determine accurately 
the cost of generating power when those 
costs are, at least in part, incurred in 
another state. : 

If the companies are affiliated it 
may be asserted that the local com- 
mission is authorized to inquire into 
the cost and determine the reasonable- 
ness of the retail rate. It should be 
observed that the Smith case involved 
an alleged confiscation of the property 
of the company without due process of 


6 Smith v. Illinois Bell Telephone Co., 252 
U. S. 133. 


law, and the question has been raised 
whether the commission would have 
blanket authority to inquire into the 
cost records of the affiliated company. 
However, in all these cases in which the 
company brings suit in the Federal 
courts to enjoin the enforcement of a 
rate order of a state commission, the 
issue must be whether the order of the 
state commission confiscates the prop- 
erty of the company without due 
process of law. , It would seem, there- 
fore, that the decision in the Smith case 
is some authority for the proposition 
that the commission has, at least in the 
case of affiliated companies, power to 
inquire into the cost of the article in 
commerce or of the services being 
rendered. Even if the companies are 
not affiliated, it seems clear that the 
commission could refuse to approve a 
contract which was improvidently 
entered into and which called for the 
payment of excessive charges by the 
local company. It is, however, true 
that under existing legislation, the 
commission would encounter legal diffi- 
culties in ascertaining costs of a 
company which was not affiliated. 


ÅUTHORITY oF FEDERAL GOVERNMENT 


These considerations illustrate the 
important practical and legal difficul- 
ties that the states must meet in their 
attempt to regulate utilities. It is 
necessary also to compare the authority 
of the Federal Government to regulate 
interstate transactions of gas and 
electrical companies. 

The Federal Government cannot 
regulate these activities solely on the 
theory that the industry involved is 
a public utility or is a business affected 
with a public interest. The authority 
of the Federal Government under our 
Constitution can extend only to regu- 
lating the interstate commerce in- 
volved. It may also, as an incident to 
the power to regulate interstate com- 


a 


_ power. 
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merce, inquire into matters which 

directly affect that commerce, such as . 
the cost of generation of power sold at 

wholesale across state lines. 

However, in view of recent decisions 
of the courts, it would seem that the 
one principal field left in which the 
Federal Government would under the 
Constitution be permitted to operate 
is in respect to inter-company sales of 
In East Ohio Gas Co. v. Tax 
Commission of Ohio, decided in May 
1931, No. 15 Advance Opinions U. S. 
Supreme Court, page 700, the Court 
held “that the furnishing of gas to 
consumers in Ohio municipalities by 
means of distribution plants is not 
interstate commerce but a business of 
purely local concern exclusively within 
the jurisdicticn of ‘the state,” even 
though the gas had been transmitted 
across state lines and sold at wholesale 
to the distributing company. This 
principle was applied to the interstate 
transmission of electricity in the case 
of South Carolina Power Company v. 
South Carolina Tax Commission de-. 
cided September 7, 1931, in the U. S.. 
District Court for the eastern district 
of South Carolina. 

From these decisions it appears that 
the Federal Government lacks author- 
ity under the Constitution to regulate 
the distribution of gas and electricity 
to consumers, even though the gas or 
electricity consumed has been trans- 
mitted across state lines pursuant to 
a wholesale contract with the distribut- 
ing company. It would seem, there- 
fore, that the one principal item which 
the Federal Government may regulate 
in this field is the inter-company con- 
tract for’ the sale of gas or electricity 
at wholesale, with the further possibil- 
ity that the Federal Government might, 
by . assuming jurisdiction over the 
wholesale contract, acquire information 
relating to cost and make this available 
to the state commissions in connection 
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with their. effort to determine the 
reasonableness of the rates charged to 
the consumer. 

It has been urged, however, that 
there are other activities of the gas 
and electrical companies which are 
national in scope and which therefore 
can be regulated only by the Federal 
Government. Examples of such activ- 
ities are said to be the sale of man- 
agerial services and of supplies, and the 
control by holding companies of the 
finances and the issuance of securities 
by operating companies. 

It is difficult to see how there could 
be any legal justification or economic 
necessity for complete assumption of 
control by the Federal Government 
over these matters. The write-ups 
of value of acquisition of subsidiary 
companies and property may be, and 
in the State of New York are, fully 
controlled through the power of the 
state commission to regulate the price 
to be paid by the operating company. 
Other forms of so-called watering of 
securities may be dealt with by the 
states under the so-called blue-sky 
legislation, that is, the power to 
prevent the sale of such securities 
where a fraud upon the public is 
concerned. In so far as the issuance 
of these watered securities may affect 
the policy and the management of the 
operating companies, it can be dealt 
with by the state commissions by 
virtue of this control over the issuance 
of securities by the operating com- 
panies. In any event, it is clear that 
the fact that investors have lost large 
sums of money through depreciation 
in the value of the securities of holding 
companies, an argument ‘sometimes 
advanced by those favoring Federal 
control, in and of itself has little 
relation to the ability of the state to 
regulate the rates charged and the 
service rendered by operating com- 
panies to the consumer. 
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CRITICISMS OF UTILITY 
ADMINISTRATION 


Many of the criticisms of the finan- 
cial and administrative conduct of the 
utilities raise problems applicable to 
all industry today. One example of 
this is found in the criticism directed 
against the present trend toward 
mergers and consolidations. It is rea- 
sonable to suppose that the benefits 
to the public resulting from mergers in 
the utility field are at least comparable 
to those in any other industry. The 
record of such consolidations, certainly 
in those states which have exercised 
their authority to pass upon them, is 
generally one of repeated rate reduc- 
tions. 

It is asserted that the large extent 
of inter-connection of public utilities 
and holding companies throughout the 
Nation presents a problem calling for 
Federal control. Specifically it is 
pointed out that contracts calling for 
the payment of management fees and 
the sale of supplies are entered into 
between operating utilities and other 
companies which are controlled by the 
same interests. 

Constitutional basis of regulation by 
the Federal Government in these 
matters is the Government’s power 
to regulate interstate commerce. But 
even in this field, regulation of prices 
by the Federal Government is per- 
mitted only in those industries affected 
with a public interest. Public utilities 
fall within this field. While, therefore, 
the Federal Government might regu- 
late the sale of power shipped across 
state lines, and all transactions incident 
to the shipment and sale of that power, 
it is at least doubtful whether it can 
adequately regulate the mere sale of 
supplies and managerial services where 
no wholesale interstate transmission is 
involved. 

The Supreme Court has repeatedly 
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denied the Federal Government the 
power to regulate the prices of goods 
and the hours of employment in 
private industries selling goods in 
interstate commerce. On the other 
hand, it has sustained legislation 
regulating the hours of labor of railway 
employees, on the ground that the 
railways were the active agents of 
commerce between the states. Even 
if the utility is engaged in interstate 
commerce, it is not clear, however, that 
the reasoning applicable to railroads, 
which are instrumentalities of com- 
merce, would apply to regulation of 
the price of supplies and managerial 
services. 

Of course, the argument of consti- ` 
tutionality is not conclusive. The 
Constitution is subject to amendment. 
But where, as here, that amend- 
ment involves a surrender of the 
power of control at the point of con- 
tact with the consumer, it should 
be undertaken only after the possibil- 
ities of local control have been fully 
explored and found inadequate. 

If this discussion fairly presents the 
Constitutional basis of Federal regula- 
tion, it would appear that the field of 
operation left to the Federal Govern- 
ment under the Constitution is sub- 
stantially limited. Nevertheless, in an 
effort to make use of the prestige of the 
Federal Government, many methods 
have been proposed to secure more 
effective regulation of interstate trans- 
mission by the joint action of Federal 
and state bodies. 


Sratz Commissions as AGENTS OF 
CONGRESS 


It has been suggested that the state 
commissions should be used as agents 
of Congress for the administration of 
laws enacted by Congress dealing 
with interstate problems. This is 
the suggestion contained in the so- 
called Couzen’s Bill. It is urged that 
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such a method would not be uncon- 
stitutional as a delegation of the power 
of the Federal Government, for the 
reason that the. state’ commissioners 
would act solely in an administrative 
capacity. 

At first glance this would seem to be 
a happy compromise between state and 
Federal control in that, although the 
initiative arises with the Federal Gov- 
ernment, the control seems to emanate 
from the members of the local commis- 
sions. While it is true that certain 
practical results would be similar to 
state action or to the regulation im- 
posed by states acting together under at 
compact, yet the whole principle of the 
regulation and its broad economic and 
governmental effect is at variance with 
the principle of local control. The 
state commission acting as agent of the 
Federal Government would be no 
longer ‘responsible to the immediate 
locality which it served, but to a remote 
Federal Government. I cannot con- 
ceive of complete harmony existing 
where the same body at one moment 
was a local commission and at the next 
moment a Federal commission. What 
the states might object to in their 
just control over the acts of their 
commissions, would. be done by the 
commission as Federal agent; and what 
the Federal Government might object 
toas acts of its agents, would be done by 
those same bodies in their capacity of 
commissioners of the states. 

The principal objection which has 
been urged to this plan is that it calls 
upon the Federal Government to 
undertake a- task which the states 
can deal with in their own capacity. 

It has always seemed to me that we 
have never, either in the enforcement 
_of our criminal law or in the efforts of 
the Public Service Commission to 
obtain information concerning costs 
and management fees, taken advantage 
of the rule of comity that exists among 
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the states as sovereignties in their own 
right. Under that rule and without 
Congressional approval, it is quite 
feasible, by mutual legislation, for one 
state to honor the process of subpoena 
issued by another state. It is rather 
challenging to consider the possibilities 
of such recognition, not only in dealing 
with criminal laws but in obtaining 
evidence in certain classes of public 
utility cases. 


Interstate Compacts 


On various occasions I have offered 
the suggestion that in problems com- 
mon to several states, which transcend 
the power of any one of the state 
governments to deal with effectively 
but which are regional rather than 
national in character, there is a 
method provided for in the compact 
clause of the Constitution, under 
which, subject to the approval of 


‘Congress, the states concerned can 


undertake by agreement to deal col- 
lectively. This suggestion was born 
out of my experience in participating in 
the so-called Boulder Dam and Rio 
Grande. Compacts. Here were situa- 
tions that were beclouded by the 
accumulated bitterness and jealousies . 
of several generations. Superficially 
it may be said that these states were . 
dealing with only one river, presenting ` 
only one problem. Actually, however, 
these river controversies of the West 
involve considerations, that we of the 
East find it difficult to comprehend. 
To us, a river is only a river; but to the 
arid regions of the West, a river is the 
staff of life, a vitalizing force upon 
which the people of those states depend 
not only for the generation of power 
but to give sustenance to their crops 
and to supply the water necessary to 
support life in that desert country. 
Compared to these vital necessities 
of life, the problems we would en- 
counter here under the use of the 
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compact method are insignificant. If 
these states of the West, after years of 
bitterness and fruitless resort to litiga- 
tion, found a solution of their prob- 
lems only by the compact method, it 
would seem that much less difficulty 
would be found in meeting the regional 
questions of the control of utilities 
where the interests of the people are 
supplementary rather than antagonis- 
tic and divergent. Unfortunately we 
are witnessing today a growing tend- 
ency for local communities to drag 
the Federal Government into all fields, 


even those in which the latter is reluc- 


tant to assume control. 

By an intelligent regionalization of 
our government we could not only 
better solve the problems common to 
an economic, cultural, and traditional 


section, but we could relieve the 
Federal Government of some of the 
myriad obligations imposed upon it 
which it was never designed to bear. 
The adherence to such a policy does not 
mean that there should not be adopted 
a program of economic or even political 
reform which seems necessary for the 
preservation of a just and happy social 
order. 

The danger we must avoid is that, 
laboring as we are under a social and 
economic strain to which the American 
people are unaccustomed, in our desire 
for speedy relief, we may be betrayed 
into abolishing guarantees and adopt- 
ing such methods as would ultimately 
destroy a principle. of government 
that now gives stability to the kind 
of civilization that we have developed. 


Colonel William J. Donovan has had a distinguished 


military and legal career. 


He was the only man in the 


World War who received every decoration in the power 
of the United States to give: the Congressional Medal of 
‘Honor, the Distinguished Service Medal, and the 
Distinguished Service Cross. During 1922-1924 Colo- 
nel Donovan was United States District Attorney for 
the Western District of New York and in 1924 Counsel 
for the New York State Fuel Administration. He was 
the Assistant to the Attorney General, 1925-1929, repre- 
sentative of the United States on the Rio Grande River 
Compact Commission and the Boulder Canyon project, 
and counsel to the Commission for Revision of New 
York State Public Service Commissions laws, 1929. 


Valuation and Rate Problems 


By Wiruram L. Ransom 


TS or three years ago, there were 
signs and portents that a great 
political issue was in the making. The 
Supreme Court of the Nation had di- 
vided upon a question of economics and 
legal precedent entering into “the law 
of theland.”! A majority of the Court 
had recognized the precedent set thirty 
years ago,? as to the elements of the test 
to be applied in determining whether, 
in the instances of controversy, the 
state regulatory action as to utility 
rates had gone beyond the limits of 
what could be compelled. ‘The major- 
ity of the Court adhered to “the law of 
the land” as hitherto declared, and con- 
cerned itself with standards of its use 
and concrete application. ? 

A minority of the Court challenged 
the fundamental concept, and a mili- 
tant body of thought and leadership 
rallied to that standard of dissent. 
Professors in colleges became very 
earnest in support of the minority 
opinions. Politicians tried to drama- 
tize an irrepressible conflict, upon 
which the future of effective regulation 
was declared to depend. Reams of 
reports. were written in behalf of a 
particular theory, as opposed to a 
pragmatic and practical ascertainment 
of value. 

The claim was earnestly and often 
sincerely made that acceptance of the 
Court’s view would make regulation 
unworkable, would extort uncounted 
millions from utility patrons in exces- 

1 Southwestern Bell Telephone Co. v. Commis- 


‘subject. 


sive rates, would undermine public 
confidence in commissions and courts 
and constitutions, and would finally 
compel a reluctant public to assume the 
burden of owning and operating the 
utilities whose rates they had been 
prevented from controlling. 

It may be much too early to tell 
what may be the eventualities of this 
Certainly the last word has 
not been said, and perhaps never will, 
be said, as to the processes and the 
public control of rate making. The 
law of the subject of valuation, where 
valuation becomes necessary in that 
process of public control, was declared 
by the Supreme Court before many of 
us now active in this field of law were 
on the scene. It is true that the pres- 
ent generation of lawyers has generally 
been inclined to deal with the law as it 
is, rather than with discussions of what 
it might or should have been. But 
even the most conservative must rec- 
ognize that improvements may always 
be expected and hoped for in the law 
and procedure of public control, as al- 
ways in the work of the courts and 
other phases of the administration of 


. Justice under law; and rate making will 


sion, 262 U. S. 276; McCardle v. Indianapolis | 


Water Co., 272 U. S. 400. 

2 Smyth v. Ames, 169 U. S. 547. 

3McCardle v. Indianapolis Water Co., 272 
U. S. 400; St. Louis and 0’ Fallon R. Co. v, U. S., 
279 U. 8. 461. 


84 


always be in the forefront of open- 
minded consideration, under any struc- 
ture of corporate organization or any 
system of private or public ownership. 


VALUATION Issus DISAPPEARING 


I have no desire to minimize the 
valuation issue or to portray its passing; 
still less, to discourage or deter those 
who are trying to keep it alive. From 
observation and experience, however, I 
submit the following for consideration: 
The so-called “valuation controversy ” 
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seems to have lost a good deal of its 
vigor and vitality. It does not seem to 
“click” as a major political issue. It 
does not seem to function in the present 
tense. It does not “speak” in the 
language and terms which people gen- 
erally are using as to the public utilities. 
There are signs that it has become 
pretty much a “sham battle,” still 
something of a political parade ground, 
but nevertheless a field largely aban- 
doned by those who had planned to 
wage there an epoch-marking conflict. 

Many persons who advocated a 
“prudent investment” base as a great 
moral and economic issue appear to 
have lost interest in it, since they think 
that present replacement costs have in 
many instances dropped, or may drop, 
below investment costs. In a period 
when prices as well as wages rose far 
above the prewar level, the “original 
cost”? doctrine was looked upon as a 
means to an end—the most effective 
weapon which could be wielded for 
lower rates. Since doubt has arisen as 
to whether the investment concept 
would assuredly lend itself to such a 
result, the enthusiasm once manifested 
for it has become less vocal. 

By the same token, some spokesmen 
for utility companies, who long looked 
upon the constitutional protection of a 
return upon “present value” as the 


“last-ditch” defense against compul- | 


sory rate reductions that are deemed to 
go too far, do not find themselves nearly 
so sure that in the event of an inescap- 
able conflict over rates, they need so 


much to rely upon valuation at present 


costs of materials and labor. 
Furthermore, the extension of com- 
mission supervision of utility accounts 
and the full reporting of the results 
thereof during the recent investigations 
by the Federal Trade Commission have 
confirmed that gas and electric rates 
have commonly yielded less than a 
standard rate of return upon either 


present value or investment; and in the 
instances where the rates came to yield 
a return in excess of 7.5 or 8 per cent 
upon the investment, the commissions 
have usually been active in demanding 
reductions. There are plenty of in- 
stances in which the commissions have 
demanded and obtained large reduc- 
tions in rates already yielding less than 
7 per cent upon the investment as well 
as less than 7 per cent upon present 
value. 


COMMISSIONS INDEPENDENT OF 
© VALUATION Basis 


Aside from the shifting of interest in 
advocacy and the narrowing of the 
margin of difference in the results 
produced by the two standards, I sub- 
mit that it has become fairly evident 
that, alike under the rule successfully 
urged upon the Supreme Court by Mr. 
Bryan in Smyth v. Ames or under any 
other rule or yardstick of valuation and 
return, state regulation of rates can be 
and is being made effective in states 
which are willing to create able com- 
missions with adequate appropriations 
and staffs; and that in other states, 
regulation of rates does not function ef- 
fectively, in spite of commission ad- 
herence to the minority doctrine of 
prudent investment as the rate base. 
It has become fairly clear that, in many 
states, extensive rate reductions are be- 
ing brought about by the commissions 
and rates are being kept reasonable, 
with no serious obstacles interposed by 
judicial decisions on valuation. 

The claim that the present-value 
concept makes rate litigation hopelessly 
protracted has repeatedly been refuted 
in recent months and years. Some of 
the most “protracted ” cases have been 
tried only on the prudent-investment 
theory; and rate hearings have been 
found to last many months, even when 
all questions of valuation, property, 
and return have been excluded there- 
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from. The thing which takes time, 
essentially, is not valuation as such or 
ascertainment of investment as such, 


`- but dealing with rates by litigation and 


hearings. It takes time and costs 
money to deal with anything by litiga- 
tion; complex business situations and 
questions do not readily lend them- 
selves to prompt solution by litigation; 
public utility rates are no exception to 
the rule. The factors which tend 
especially to prolong rate litigation, 
when it is resorted to, cannot be at- 
tributed primarily to valuations. For 
example, inability or unwillingness of 
municipal authorities to codperate in 
the expeditious presentation of these 
cases has often been found to be far 
more responsible for delays than any 
necessity of conforming to “the law of 
the land” in methods of proof. 


TENDENCIES TO “Direct Action” 


Further reasons for the obscuration 
of the valuation controversy may be 
more fundamental. People are think- 
ing and talking a different language, 
even as to the utilities. 

On the one hand, we have a radical or 
revolutionary attitude, which in its 
most violent forms is flaming “red” 
and in its milder forms seems to be a 
revival of the Granger movement and a 
Jater Populism. The adherents of this 
school have stopped bothering them- 
selves as to whether the return is to be 
figured on present value or prudent 
investment; they are opposed to any 
return or net earnings at all. All net 
earnings and even all increase in gross 
revenues, have been denounced by high 
authority as “profits” extorted from 
the people. f 

This school of thought or “direct 
action” has certainly left the valuation 
controversy far behind. Its members 


demand rate reductions and no longer ` 


make reference to facts as claimed to 
justify them. “Reduce first and in- 


wielded for rate reductions. 


vestigate afterwards, if at all,” is the 
demand. To save money for great 
numbers of voters is too alluring to be 
retarded by search for facts. To.a 
large extent, the agitation in behalf of 
the constructive views urged in the 
minority opinions of Mr. Justice Bran- . 
deis appears unjustly to have regarded 
those views as chiefly a weapon to be 
Nowa- 
days, many of.the champions of those 
views have abandoned them and have 
grabbed for something more effective. 
T have heard it seriously urged before 
a commission that no unemployed per- 
son should have hereafter to pay any 
utility bills, and that during the present 
or recent depression, the service of no 
customer should be cut off for failure to 
pay bills. Violence was boldly threat- 
ened as the penalty of refusing this relief. 
The governor of one of the states 
west of the Mississippi recently. im- 
portuned many of his fellow governors, 
by letter, to jom him in starting a 
simultaneous campaign in each state 
against one of the national utilities, by 
every manner of proceeding in court 
and before the commissions, for for- 
feiture of charters, annulment of fran- 
chises, increases in assessments and 
taxes, and every manner of litigation 
and legislation—for what purpose did 
he ask that all this be done? To de- 
press the market value of the com- 


‘pany’s stock. And for what purpose 


did he propose to destroy the value of 
investments made by individuals all 


. over the world? To destroy confidence 


in present executives of the company 
and compel reductions in rates in each | 
state. Was it suggested at all that 
each state should investigate and find 
out whether rate reductions were war- 
ranted by the facts, or whether any of 


_the proposed litigation was warranted 


by the facts? No such considerations 
were mentioned; rate reductions ir- 
respective of the facts were demanded. 
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One of the most regrettable features 
of the situation has been and is that 
men in conspicuous position, men ambi- 
tious for political advancement or news- 
paper notice, men whose abilities and 
attainments charge them with the duty 
of being fair and responsible in their 
public statements, nevertheless say 
things calculated to fan and foster 
popular misunderstanding and resent- 
ment as to the utilities. Weight is 
attached to such declarations because 
of the prominence of their authors. 
The average man and woman can 
hardly be blamed for misinformation 
and prejudice as to public utility mat- 
ters, when statements of this character 
are so irresponsibly broadcast by men 
who know better but who do not hesi- 
tate to make wild and wanton asser- 
tions as to other people’s investments, 
in the eager hope that such appeals to 
popularity will yield political returns. 

From high places in government, 
and even from the ranks of regulation, 
has come the contention that utility 
rates should be based upon the ability 
of the customers to pay, and not upon 
the cost of the service or any return to 
capital. Time and again I have heard 
all net earnings, and sometimes all gross 
revenues, denounced as extortionate 
profits wrongfully taken from the 
poor. 

I do not mention these drastic views 
merely in any spirit of sheer antago- 
nism or arraignment of them. They 
have significance, and must be taken 
into account. J am sure that I have 
not lost a sober realization of what 
electric and gas bills mean in homes of 
meager and perhaps diminished in- 
come. We cannot center all our 
thoughts on what electric and gas 
service means in homes; we need to 
heed and weigh what the home makers 
think and say about the bills for such 
service. Such expressions and views 
constitute a serious part of the pres- 


ent American scene. A large and prob- 
ably growing body of opinion and 
action in America has ceased to speak 
of public utilities in language to which 


` business men, lawyers, and courts have 


long been accustomed. 


Tur CONSTRUCTIVE SIDE 


Side by side with all this, a great deal 
is taking place which gives ground for 
confidence in the soundness of the very 
institutions attacked. In contrast to 
the atmosphere of denunciation and 
misunderstanding, there stands out, 
sharply the increasing number of regu- 
latory commissioners and utility execu- 
tives who, in an open-minded, flexible, 
and constructive way, are trying to 
move ahead and accomplish fair and 
practicable results, step by step, along 
lines which promote the long-run public 
interest. 

In a large number of states, this man- 
ner of public regulation was never be- 
fore so active and so effective as at the 
present time. Results are accom- 
plished smoothly and promptly, with 
administrative ascertainment of the 
facts, often around a conference table— 
regulation with a smile, but the smile 
does not lack teeth! Large-scale re- 
sults are brought about, for public 
benefit and advantage. Naturally, in 
such a constructive and coéperative 
program, there is no need and little 
place for violent controversy about 
valuation or anything else which be- 
longs in the arena of warfare rather 


‘than adjustment. 


The fact is that the American public 
needs and wishes, more than anything 


‘else from the utilities, the best possible 


service at the lowest practicable rates 
and under the forms of rates best 
adapted to the public needs and uses. 
It is the paramount task of utility 
executives to achieve these objectives, 
and the like task, of regulatory com- 
missioners and their technical staffs to 
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insist upon results along these lines. 
Rates must-and will be kept such, in 
forms as well as amounts, as will enable 
the extensive use of each utility service 
for .every purpose for which it is 
economically suited. Rates and rate 
forms must be kept abreast of the great 
strides made by utility engineering. 
These are present-day constructive 
tasks which have little in common with 
valuation controversy. 


Progress IN REGULATION AND RATE 
Maxine 


May T refer to another present phase 
which tends to relegate valuation to 
limbo? The present concern seems to 
be with the form of the rates—the 
particular rate for the particular pur- 
pose or class of use. Promotional rates 
are sought, to induce new uses, attract 
volume of uses, and improve load 
factors and capacity factors. 

All of these things are constructive, 
and tremendous in their effects. Prob- 
ably we are only at the threshold of the 
potential development in this field, but 
already they have frequently proved 
the key to rate reductions without 
valuations and valuation controversies. 
Improvement in the forms of rates often 
excludes or averts the issue of confisca- 
tion. To illustrate: The development 
of rates which have enabled electric 
refrigeration as a large part of the 
domestic load, has added volume and 
the most favorable load factor, and 
thus has already done far more for the 
lowering of domestic rates than could 
possibly have resulted from any vehe- 
mence of controversy about valuation. 

Perhaps naturally, the utility execu- 
tives and the regulatory commissioners 
who are busy with conerete and con- 
structive achievements in the direction 
_ of rate improvements and rate reduc- 
tions, do not manifest enthusiasm for 
suggestions that they should lay them 
aside and enter upon schedules of 


protracted hearings and property valua- 
tions. 


TRUE SIGNIFICANCE OF VALUATION 


We ought to place this valuation 
question in its true light. It belongs in 
the arena of warfare rather than ac- 
complishment. It is a weapon of liti- 
gation, and litigation is the alternative 
of adjustment. No modern business 
could be carried on chiefly through 
litigation; and this is true alike of the 
utility business and of the regulation of 
utilities. 

Sometimes litigation is inevitable, 
and then valuation may be inevitable. 
Divergencies of views and interests 
sometimes cannot be settled, even with 
all the facts disclosed. Valuation is a 
weapon in the hands of the commission 
to compel proper reductions which have 
been refused, and in the hands of the 
utility to defend against improper re- 
ductions which have been demanded. 
But modern business is not carried on 
with weapons; resort to them in 
emergency interrupts the regular course 
of accomplishment. Valuation is a 


method approved by the highest court 


for determining how far regulation may 
go in forcing its mandates upon a util- 
ity, in a matter as to which conference 
and administrative action have failed. 
I was‘interested in looking over, the 
other evening, what I had said on this 
subject four years ago;4 I venture to 
quote it, as expressing the point of view 
better than I could phrase it now: 


Regulation and the concepts of regula- 
tion, with all of its jargon and legal bag- 
gage, appear on the scene when claim is 
made that the rates promulgated by 
management’ are unreasonably high and 
produce too many dollars as net earnings. 


4 Address: “Some Executive Problems in Rate- 
making under Recent Decisions,” before the 
Forty-third Annual Meeting of the Association 
of Edison Illuminating Companies, in Colorado 
Springs, Colorado, on September 26, 1927. 
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The legislative or political power, in the 
guise and garb of regulation, has a natural 
tendency to seek to obtain public utility 
service for the public (i.e., for the voters). 
with the extraction of a minimum number 
of dollars in payment therefor. Political 
regulation, if uncurbed and uncontrolled, 
would often reduce rates, to such a point as 
to destroy net earnings. Therefore, under 
a Constitution which guarantees certain 
protection to persons and property, it be- 
comes necessary for the courts to lay down 
certain rules, standards, or tests, to de- 
termine when public regulation has the 
right to review and revise the rates fixed by 
management and to reduce the net earnings 
produced by those rates. ‘ 

All our concepts and computation of fair 
rate of return upon some ascertained rate 
base are therefore seen to have no place in 
the domain of management, no right to con- 
sideration as rules or formule of executive 
rate making. They exist only as the neces- 
sary method or formulz of determining the 
metes and bounds of regulatory interference 
and limiting regulatory action by way of 
revising rates and reducing net earnings. 
If the regulatory power may not review or 
change rates promulgated by management 
unless and until it can be judicially es- 
tablished, as a fact, that existing rates and 
net earnings are unreasonably high, there 
has to be a formula of testing or computing 
the reasonableness or unreasonableness of 
the rates and earnings complained of; and 
so the courts have held that public regula- 
tion may not force the owners and managers 
of a public utility to reduce their rates and 
net earnings below an adequate rate of re- 
turn upon an amount of capital representing 
the present value of the private property 
devoted to the public service, 


LIMITATION or REGULATION 


From the foregoing—which is rather 
elementary, yet is often lost sight of, both in 
discussion and in action, by utility execu- 
tives—I think it clearly appears that you 
should not set up as guides and standards in 
executive rate making the legal rules which 
merely mark, limit and exclude regulatory 
interference with executive judgment and 
managerial policy in rate making. An ad- 
visable and proper rate for a given class of 


utility service may be very much less or 
very much more than would be promulgated 
if the objective were only to produce net 
earnings equivalent to a fair return upon a 
so-called rate base. Regulation and man- 
agement may agree on the advisability of 
rates above or below what would be pro- 
duced by such a, mathematical computa- 
tion; a thousand factors may, and often do, 
enter into the determination of what rates 
ought to be charged; and the significance 
of the legal formula and the computation is 
that it defines a boundary beyond which 
regulation may not go, in dictating to 
management and compelling rate reduc- 
tions. 

The legal rule may be likened to a fence or 
boundary. On one side of the fence, the 
exclusive power and final say as to rates 
rests with the owners and managers of the 
property; on the other side, the regulatory 
function has power to revise executive ac- 
tion and prevent exactions. When regula- 
tion seeks to secure rates which it cannot 
compel, it can come over the fence and use 
reason and suasion, but no big stick. The 
matter is one for fair play and mutual ac- 
commodation and adjustment along lines 
compatible with both the public and 
so-called private interests involved. When 
management wishes to establish or retain 
rates which yield in excess of the legal 
formula, management may likewise cross 
over the boundary and ask fair play and 
liberal treatment, for reasons stated; it can- 
not compel or demand as of right. ' 

‘There seems to be a need for a realization 
and application of these fundamental 
principles by utility executives and by 
regulatory commissioners. On the one 
hand, there should be a mutual realization 
that although regulation may not force rates 
and earnings below the constitutional limit, 
there is ample room for conference, con- 
sideration of all public aspects, weighing of 
the business actualities and the expert rec- 
ommendations of the commission’s en- 
gineering and accounting staffs, as to rates 
which are within the boundaries of com- 
pany right and outside the domain of 
regulatory compulsion. A reasonable and 
proper rate does not necessarily crowd the 
boundary where regulation may intervene 
and reduce, and rate making by business- 
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like conference has advantages over at- 
tempted rate regulation by hearings and 
order, 

On the other hand, there is need for a 
mutual realization that rates and earnings 
are not necessarily reasonable and adequate 
_ because they are barely nonconfiscatory. 
A proper and suitable rate may of necessity 
. exceed this legal boundary. The fair 
obligation of the regulatory authorities, in 
such situations, is no less emphatic than the 
fair obligation of the company executives as 
to consideration of the publie needs and the 
commission point of view, in rate making 
within the limits of a fair return. Perhaps 
the most serious consequence of relying on 
the legal formula of nonconfiscation as 
though it were the rule for rate making is 
the effect upon the utility itself, through 
making its rates a barrier to the normal 
growth of its business and to its fulfillment 
of all the functions which its product ought 
to fulfill in the industrial and economic life 
of its territory. The enforcement of too 
low a regulatory maximum may virtually 
compel that all the product be sold at a uni- 
form price, as was the case with the statu- 
tory rates for gas in New York City. 
Reasonably graduated rates are impossible 
if the maximum is forced too low. 


Necrssrry or Farr RETURN UPON 
INVESTMENT 

May I refer also to the fact that there are 
gentlemen who now are asserting vehe- 
mently that the great danger inherent in 
the present-value concept is that it will 
some day force the regulatory authorities to 
fix rates so as to yield a return upon less 
than the actual investment. They em- 
phasize that justice to investors and the 
maintenance of good service by the utili- 
ties alike require that no utility shall ever 
be denied the right to earn a fair return upon 
the amount of its actual investment. I 
have no quarrel with that point of view, but 
there is nothing in the present-value con- 
cept which forbids the allowance of rates 
which yield a fair return upon at least the 
full investment. Even when the price level 
recedes, the allowance of such a return will 
continue to rest in the discretion of those 
who now are contending that a return upon 
at least the investment should never be 


denied. When present value exceeds in- 
vestment, as is generally the case today, it is 
for the utility executives to say, as the facts 
hereinafter reviewed show that they are 
saying, whether, in the exercise of business 
judgment, their whole rate structure should 
be such as to yield a fair return on less than 
present value. When the investment ex- 
ceeds the present value, as may some day 
come about, it will be for the regulatory 
authorities to say, in the exercise of good 
judgment and fair play, and taking into 
account the rate history and policy of the 
company, whether the company should be 
permitted, unless other economic factors 
intervene, to charge rates yielding a fair 
return upon the investment rather than the 
present value. , 

Here may be found a formula of fair play 
and mutual consideration which may satisfy: 
those who profess the most anxiety that 
they should never be compelled to force 
rates below a fair return on the investment. 
Tf we look upon the whole matter in a clear 
light and with accurate terminology, and if 
the utility companies are reasonable and 
conservative in their rate-making practices, 
is there anything really irreconcilable in the 
present divergencies which are so disturbing 
to many thinkers on utility subjects? 


The fact is, of course, that the fair 
and businesslike fixation of suitable 
forms and amounts of rates is one 
thing; litigation about rates, with 
valuation of property and a testing 
whether constitutional limits have been 
exceeded, is something different. 

The complaint once heard so in- 
sistently as to valuation and appraisal 
methods came largely from those who 
thought valuation did not lend itself to 
their efforts to force rates below con- 
stitutional limits. They may now 
resort to new sophistries. Twice dur- 
ing the past few weeks, I have heard 
gentlemen who were conspicuous ad- 
vocates of original cost as the rate base, 
start out with such cost (fixed capital) 
and then diminish it by substantial per- 
centages to reflect their view of the 
effect of the change in prices. I under- 
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stand that from this platform a dis- 
tinguished advocate of original cost as 
the rate base has declared that rates 
are really based on original cost if they 
are now based upon such cost dimin- 
ished by a percentage to reflect the 
lowered prices! All of these gentlemen 
stoutly resisted for years any suggestion 
that changes in the price level could 
ever raise the rate base above original 
cost. They are reconciled to present 
value when it is lower. 

I do not believe that an important 
rule of law and economics can be con- 
trolled, on an opportunist basis, by the 
incident that replacement costs are 
above or below original cost. The 
further fact remains that in the large 
majority of cases,-results are secured 
with reasonable promptness, without 
the necessity of resort to litigation and 
valuation. 


ADEQUATE COMMISSION STAFFS 
NECESSARY 


Discussion and agitation as to ways 
and means of improving the procedure 
of rate making may always be in order. 
Nothing should be deemed settled or 
foreclosed in that field which stops 
short of the denial of constitutional 
right as at the time interpreted by the 
highest court. From a long experi- 
ence, however, in many angles of rela- 
tionship to the problem, T' submit for 
consideration two propositions: 

In the first place, protection of the 
real public interest in the public utilities 
and their rates needs, far more than 
anything else, the granting of adequate 
appropriations and staffs to the state 
commissions. Political agitation about 
theories of valuation does not give to 
the commissions a sufficient number of 
public-minded and competent employ- 
ees in their technical departments such 
as engineering, accounting, law, and 
supervision of properties and practices. 

“Failure of regulation,” so-called, is 


commonly a failure of appropriations 
instead. The “breakdown” is in the 
executive and legislative departments, . 
which withhold from the commissions 
well-trained and well-paid staffs, men 
of courage and ability such as would 
enable them to act fearlessly alike in 
reviewing the acts of company staffs 
and in resisting the importunities of 
eager candidates for office and worse 
demagogues who hope to be candidates. 

No governor or legislative leader has 
a right or reason, in my judgment, to 
lament or denounce any insufficiencies 
of state regulation until he has brought 
it about that the commissions: are 
equipped with competent and inde- 
pendent staffs, adequate in size and 
sufficiently well paid to attract and 
hold men and women of first-grade 
ability. Engineers, lawyers, and ac- 
countants, as well as commissioners, 
should not be expected to deal efficiently 
and courageously with vast corporate 
properties if all the time these guar- 
dians of the public interest are left with- 
out the means of maintaining a 
comfortable standard of living and 
educating their children. 

Twelve states pay their commission- 
ers less than $4,000 a year, and twenty 
states appropriate less than $75,000 a 
year as the total salaries and expenses 
of their commission and staff. Many 
of the states devote more than half of 
their annual appropriations for the 
commission to the salaries of the com- 
missioners alone. Such a situation is 
most unjust to the men and women 
who are charged with the duty of 
protecting the public interest as to 
rates, securities, and service. If there 
is any “failure” of regulation in these 
states, it is truly a failure of appropria- 
tions, for well-staffed regulation has not 
been tried. If the budget makers of a 
state choose to have the public interest 
as to utility rates or securities safe- 
guarded only by a $2,000-a-year lawyer 
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and a $1,200-a-year engineer fresh from 
college, the fault is hardly that of the 
regulatory law or system. The com- 
pany side is naturally represented by a 
staff more experienced and better paid; 
but that again is not a ground for 
censuring the regulatory law and sys- 
tem. The same niggardly and con- 
stricted ideas of salaries and staff 
would, and often do, retard and impair 
the work of course, district attorneys, 
and other departments of government; 
but thoughtful men place the responsi- 
bility where it belongs, and seek the 
properremedy. They do not advocate 
the abolition of courts, district at- 
torneys, or the criminal law. 


DENUNCIATION OF COMMISSIONS 


On the so-called public side of utility 
matters, there are not a few executives 
and legislative leaders who withhold 
from the commissions anything like 
adequate appropriations and staffs, and 
then cover their own failure by de- 
nouncing the “breakdown” of regula- 
tion. .` On the company side, there have 
been—perhaps still are—utility execu- 
tives who have done what they could 
to oppose and defeat adequate appro- 
priations and staffs for the commis- 
sions. To my mind, both schools of 
“thought,” if they can be called such, 
are shortsighted and abysmally wrong. 

Some states have sought to improve 
the situation by vesting the commission 
with power to assess all of the costs and 
expenses of rate investigations, or of 
regulation generally, against the utili- 
- ties. I am inclined to doubt the wis- 
dom of that course. In some forms, it 
vests the commission with a discretion 
and a punitive power which are un- 
sound, as the Wisconsin State Court 
has held. In all events, it tends ulti- 
mately to make the people of the state 
and the commission feel that the 
salaries and the expenses of the regula- 
tors are being paid by the regulated. 


I do not believe that, in the long run, 
this policy of assessment produces good 
social or administrative results, as to 
courts, district attorneys, police depart- 
ments, tax departments, or regulatory 
commissions. Independent, impartial, 
and competent administration of jus- 
tice under law is worth its price, at the 
expense of all taxpayers, including 
the -utilities, which are the heaviest 
of taxpayers. Until those standards 
of administration are realized, any 
fault is hardly in the regulatory law 
itself. 

Resounding denunciation of the 
commissions or of the rulings of the 
courts may be deemed useful in the 
political sphere; it may divert attention 
from the derelictions of the denouncers; 
but commission staffs cannot be or- 
ganized or paid in that kind of cur- 
rency. Regulation cannot be made 
effective merely by theories or speeches. 
No theory of valuation or the rate base 
would protect the public interest if in- 
trusted to a mediocre commission 
without competent personnel; and I 
have never seen any theory of valuation 
curb or impair the work of a vigilant 
commission which has assembled an 
alert, fairminded, and experienced 
staff. 

One of the most regrettable phases of 
our contemporary politics is that so 
many of the executives and legislators 
who are most vehement in denouncing 
the breakdown of regulation and in de- 
manding the establishment of concepts 
rejected by the courts, are at the same 
time most derelict in awarding to the 
commissions the technical staffs with- 
out which no theory or system ‘of rate 
revisions or the rate base could be ad- 
ministered in the public interest. And 
often we hear regulation condemned as 
a failure, by public officers whose own 
administration of duties is far from 
effective and is in fact subject to more 
serious criticism. 
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Commission ADMINISTRATION 
DEFENDED 


These matters are largely determined 
by personnel and point of view. We 
often hear men saying that regulation 
will not work, and that public owner- 
ship must be resorted to. I have never 
been able to generalize about public 
ownership or dismiss it merely by call- 
ing it a name; still less could you change 
the nature and the requirements of 
management and operation merely by 
inserting the prefix “public” before 
management and operation. If public 
regulation cannot be competently and 
efficiently staffed, what hope would 
there be for better organization of the 
greater tasks of public management 
and operation? 

My hat is off to the competency and 
the character of a large part of the ad- 
ministration of the regulatory law in 
this country. The fact stands out that 
in the states where regulation is ade- 
quately staffed, ninety-nine per cent of 
the statutory duties of the commissions 
is discharged diligently, competently, 
and broadly in the public interest. 
Rarely does the performance of the 
great bulk of the commission’s work 
figure at all in political or publie con- 
troversies. A negligible fraction of 
what such a commission does or fails to 
do is ever discussed in the political 
arena. 

Especially at a time when there is the 
greatest need for economy and curtail- 
ment in governmental activities, the 
friends of effective regulation should do 
everything reasonable to prevent a 
backward step along lines of reduced 
salaries and: crippled staffs for those 
who are protecting the public interest 
as to the utilities and their rates. 
Unfortunately, there are no headlines 
or votes in doing anything so practical 
in behalf of the day-by-day work of 
regulation, 


Inactive COMMISSIONS 


The matter has another and related 
phase. We say, and hear it said, that 
practically every state in the Union 
now has a state commission, on guard 
as to public interest in at least some of 
the utilities. There is an assumption, 
on the part of investors and others, that . 
if a state has created such a commission, 
it has thereby erected some substantial 
safeguard, at least for. the investing 
public in the matter of the issuance of 
securities and the valuation of the 
properties underlying bonds and stocks. 

Unfortunately, this is not yet true 
in some instances. There are states 
which have created commissions but no 
staffs. They have built no tradition of 
special qualifications, no realization of 
the duties owed to investors or rate- 
payers. The properties supposed to be 
back of the certified securities have not 
been checked or valued; the accounts of 
the utilities of the state have not in fact 
been supervised; and the safeguards of 
public regulation have not been opera- 
tive. 

It may be sufficient in the opinion of 
some, to say that no state need have or 
should have more of a commission or 
staff, or more of regulation, than its 
people want and are willing to pay for; 
but instances have already arisen in 
which investors have lost heavily be- 
cause of their reliance upon an assumed 
checking and valuation of the supposed 
property by the nonexistent staff of an 
inactive commission. 

Here, in my judgment, may be found 
a very real peril to state regulation and 
those who urge its adequacy. The 
laggard states may put the whole 
structure in jeopardy. At least we 
may recognize that in those states, any 
breakdown or failure of regulation is 
unrelated to any decisions of the courts 
under the Federal Constitution, and 
would not be cured by translating 
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minority opinions into “the law of the 


land.” 


UTILITIES AS STABLE AND STABILIZING 
Forces 


In closing, I submit two further sug- 
gestions for your consideration: 

In the first place, I refer to the fact 
that a good deal of. the demand for 
destructive policies as to valuation and 
rates are couched in terms of zeal for 
the public welfare. May not that zeal 
be misdirected, even where it is sincere 
and well meant? Can we be sure that 
investments and net earnings can be 
destroyed or jeopardized through ex- 
treme programs for reduction, without 
risk of real damage to the public 
welfare? 

During the cataclysm of the past 
two years, the public utilities have been 
a great stable and stabilizing force in 
the life and the business of the whole 
country. The prosperity and the con- 
tinued activity of the utilities in their 
expansion and construction programs 
have been of prime importance to 
hundreds of thousands of their em- 
. ployees and to all dependent upon 
them. It would be a singular dis- 
‘service to the public, at the present 
juncture, to impair the ability of the 
utilities to render good service or to 
preserve the wage scales and the con- 
tinuity of employment of those engaged 

‘in construction projects and other ac- 
tivities. I have recently encountered 
not a few of the men with whom I was 
once associated under the standard of 
Theodore Roosevelt. To them and to 
you, I bring again to mind that key 
sentence of his fundamental American 
philosophy, which might be good gospel 
for these times: “This country will not 
be a good place for’ any of us to live in 
unless we make jt a goed. place for all 
of us to live in.’ 

America has not lost in recent years 

by letting the capital frozen in public 


utility projects go on earning a reason- 
able living wage, undiminished by 
militant theories of valuation or return. 
America has not lost thus far by letting 
labor employed by utilities go on earn- 
ing a liberal wage. It is true, as 
Governor Pinchot has said, that in some 
industries the dollar wages have been 
cut, so that a man has to work longer 
time to earn the money to pay a $3 gas 
bill or a $6 electric and water bill.ë 
But during the past ten years, his 
utility bills for the same amount of 
service have gone down more than 
have the wages in the industries which 
have cut wages; and in the utility in- 
dustry generally, the dollar wages have 
not been cut. The purchasing power 
of the wages paid has gone up, and in 
many cases more men have been given 
employment. Rate reductions to re- 
flect the lowered purchasing power. of 
the dollar would compel wage reduc- 
tions also; and I do not pretend to 
know what the solution should or 
would be. The suggestion did not. 
seem to me altogether in harmony with 
the economic doctrine of a fixed rate 
base. 

In the second place, and partly by 
reason of the facts to which I have re- 
ferred as to the place of the utilities in 
our economic fabric, I have never been, 
and am not now, fearful that. the 
political advocacy of this or that 
program will destroy the vital and use- 
ful part of the utilities and utility in- 
vestments in American life. Remedial 
measures and improved public control 
may always be expected, and should be 
sincerely welcomed; abuses will and 
should be exposed and corrected; but in 
the last analysis, the public wants the 
best possible service at the lowest 
possible rates and under the most 
favorable rate forms, and it values 
those things more than adherence to 
any theories or rules of thumb; and the 

5See Pinchot, Gifford, p. 69 in this volume. 
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public is not likely to let anything instrumentalities of public service un- . 
disastrous be inflicted upon these great der public control. 
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Association’s Commitiee on Jurisprudence and Law 
Reform, and member of the Committee on Legal Educa- 
tion and the Committee on Uniform State Laws of the , 
New York State Bar Association. He served as Chief 
Counsel for the Public Service Commission of the 
State of New York and as a Justice of the City Court 
of New York, before resuming general practice of law. 


Weaknesses of the Valuation System 


By Henry C. ATTWILL 


ALUATION as a help in the regu- 

lation of a public utility is, in my 
opinion, of minor importance. In the 
last twenty or thirty years it has been 
given altogether too much emphasis, 
and the insistence, by those controlling 
publie utilities, on its use as a basis 
upon which rates are to be fixed has led 
to the paralysis of regulation in most 
parts of the country and has strength- 
ened the position of those advocating 
public ownership. 


Ai or REGULATION 


The aim of regulation, it seems to 
me, is to secure for the public the most 
efficient and economical service ob- 
tainable that is consistent with fair 
treatment of those who furnish the 
capital. Our own interests require us 
to treat capital fairly, or no more will 
flow into the undertaking. The regu- 
lation of privately controlled public 
utilities that receive special rights and 
privileges from the public is a substi- 
tute for public ownership. The serv- 
ice which these utilities furnish might, 
with propriety, be furnished by the 
public itself. In effect they are acting 
as agents of the state in performing a 
governmental function. Unless this 
is the conception of the utilities, it is 
difficult to justify their exclusive 
privileges in the highways or their use 
of the sovereign power of eminent 
domain. This, I think, has been the 
underlying thought of regulation in 
Massachusetts. It was expressed in a 
sense by one of our great chief justices 
years ago, when in the case of Worcestet 
v. The Western Railroad, decided in 
1842 (4 Pickering 464), he said: 

It is true that the real and personal 
property necessary to the establishment 
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and management of the railroad is vested 
in the corporation, but it is in trust for 
the public. The company have not the 
general power of disposal incident to the 
absolute right to property; they are obliged 
to use it in a particular manner, and for the 
accomplishment of a well-defined public + 
object. 


It is ridiculous to expect that the 
public will long permit these privately 
controlled monopolies performing a 
public service to continue to furnish 
that service if the cost to the public is 
to be much in excess of what it would 
cost the public to furnish it directly, 
or if the machinery of regulating the 
utility is so costly and cumbersome as 
in effect to nullify the regulation. 
Thus, in my judgment, in the regula- 
tion of electric rates we are dealing 
with a practical and not a theoretical 
question, and the determination of 
what is a fair return upon the capital 
invested is to be reached by the law of 
economics and not by that of courts. 

It is not my purpose here to discuss 
the decisions of the United States 
Supreme Court relating to the fixing 
of rates by public authority, or whether 
its interpretation of the Fourteenth 
Amendment is sound. All that I do 
wish to say in passing is this—that in 
my judgment, unless those decisions of 
the Supreme Court which, by its con- 
struction of the Fourteenth Amend- 
ment, make the regulation of rates a 
judicial question rather than a 
legislative one, are modified, or the 
electric companies refrain from in- 
sisting upon what the Court has de- 
fined as their Constitutional rights 
under the Amendment, the privately 
owned electric companies will cease to 
function in most of the states of the 
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country, and public ownership will | 
take their place. My reason for be- . 


lieving this to be so is founded upon 
the conviction that the limitations 
imposed by the Court upon regulatory 
bodies in the fixation of rates make the 
proceedings to fix the rates altogether 
too slow and cumbersome, and result in 
the establishment of rates which are 
much higher than is necessary to main- 
tain the company in a sound financial 
condition and to attract fresh capital 
as it is required for further develop- 
ments. Regulation which is dependent 
upon protracted and costly hearings and 
investigations, and which results in the 
public being required to pay much more 
than is necessary to attract the capital 
needed to furnish the service, cannot 
hope long to survive. 


Pouicy or MASSACHUSETTS 


Unless driven to it, we have paid 
little attention to valuations in Massa- 
chusetts. It has been our endeavor 
to control the issue of securities of 
public utilities so that the capital 
stock plus its long-term indebtedness 
will fairly measure the cost of the 
property employed by the utility, and 
to be guided largely, but by no means 
entirely, in the fixing of rates, by that 
investment. This policy in Massa- 
chusetts is nothing new. It is one that 
runs through all forms of regulation of 
public utilities as far back as the regu- 
lation of the turnpikes in 1804. 

The law in Massachusetts contem- 
plates that the stock of the utility 
shall be issued at not less than its par 
value. This requires the state author- 
ity, in the interest of the public, so to 
regulate the rates that the utility, 
under reasonably prudent and honest 
management, will be able to pay divi- 
dends on that stock, so that new 
issues of stock will find a ready market. 
So long as we have reasonably prudent 
and honest management, and the divi- 


dends paid are not more than is neces- 
sary to secure a ready market for new 
issues of stock, the interests of the pub- 
lic and the stockholders are not seri- 
ously in conflict. The public desires 
the service. The utility cannot supply 
the service unless it can obtain the nec- 
essary capital. This it cannot obtain 
unless the investors, who are to furnish 
the capital, are assured that they will 
receive a reasonable return upon the 
capital they furnish. On the other 
hand, it has not been the idea in Massa- 
chusetts that the return should be 
fixed entirely upon the capital invested. 
Consideration must be given to the 
manner in which the utility is being 
and has been managed, whether it has 
built up a surplus and made adequate 
provisions for depreciation or has paid 
out all its earnings in dividends, and 
also to the fact that there should be an 
incentive and a reward for superior 
management. 

Our concern in Massachusetts now is 
that we may be forced to abandon a 
system of regulation that, on the whole, 
has worked well for nearly half a cen- 
tury. Financiers and economists out- 
side of our State have asserted, with 
some heat and vigor, that our system 
is unsound economically and cannot 
work successfully; that it is unjust to 
the corporation and its stockholders, 
and that as capital is timid, it will 
not seek investment in public utilities 
in Massachusetts. Representatives of 
some of our own electric companies 
have sung the same song. The answer 
to this is that the system has been in 
operation for nearly fifty years; that 
in all that time, resort to the Federal 
courts has been sought by electric 
companies in Massachusetts but twice, | 
both cases being abandoned; that all of 
the electric companies in our State 
are in sound financial condition, and, 
so far as I am aware, none have diff- 
culty in securing the necessary capital 
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for their development; and that deci- 
sions on rate questions are fairly 
prompt, and hearings and investiga- 
tions are rarely protracted, We believe 
that the good faith of Massachusetts 
can be relied upon by those who in- 
vest their capital in public service en- 
terprises, as it can be relied upon by 
those who lend the State their money. 
It should be remembered by those who 
think that courts are necessary to se- 
cure from the state fair treatment for 
the investor, that no court, on applica- 
tion of the holder of a bond or note of a 
state, can enforce the payment of the 
bond or note. 

We are not trying to impose our 
ideas upon those states that believe in 
the fixing of rates based upon a valua- 
tion of the property; all that we ask is 
that they should not force their views 
upon us. 


OBJECTIONS TO THE VALUATION SYSTEM 


My chief objections to a system of 
regulation based on a valuation of the 
property are as follows: 

(1) It slows up regulation and in a 
great measure makes it ineffective. 
In practice it takes so much time to 
decide the question of rates when it 
is dependent upon a valuation, that, at 
best, but few cases can be decided by a 
state authority ina year. Where the 

` authority has a hundred or more com- 
panies under its supervision, as is 
usually the case, it is obvious that 
there can be but little regulation of 
their rates. Regulation, to be effec- 
tive, should be reasonably prompt. If 
the company needs relief, it should 
receive it promptly; otherwise the re- 
lief prayed for may not suffice when 
granted, as during the time of pro- 
tracted hearings the situation may be 
going from bad to worse and the loss 
must be compensated by additional 
increases in the rates. On the other 
hand, if the public is entitled to a re- 


duction it should receive it promptly, 
as earnings, by the decisions of the 
courts, become the property of the 
corporation, and any excess in rates 
paid by the consumer can never be 
recovered by him. The determination 
of a rate case is not like a decision of a 
court. There is nothing final in its 
character. , At best it is experimental, 
and if experience shows that the rates 
established thereby are too high they 
should be reduced, and if too low they 
should be increased. This should not 
take years to accomplish; it should be 
a matter of a few weeks, or at most a 
few months. Under a system which 
requires the state authority to base its 
decision upon a fair return upon the 
cost of reproducing the property new, 
less observed depreciation, this cannot 
be done, as each case requires a new 
valuation. 

(2) It is costly in administration and 
its cost cannot be justified by the re- 
sults, As the cost to the utility in 
prosecuting or defending a rate case 
is allowed as an operating expense, this 
cost is eventually paid by the con- 
sumers. Thus, there is an incentive 
to the utility to protract the proceed- 
ings as long as possible; because, win 
or lose, the cost must be absorbed in 
the rates, and the effective date of any 
reduction in rates is usually postponed. 

(3) It includes the depreciation re- 
serve as a basis of the return, because 
as a practical matter it is invested in 
the plant. This naturally arouses 
hostility upon the part of the consumer. 
He is asked to build up an insurance 
fund to protect the integrity of the 
stockholders’ investment, and then is 
required to pay a return upon that 
insurance fund in rates. This neces- 
sarily arrays the stockholders and the 
consumers in hostile camps, with the 
result that the consumer vigorously 
assails the provisions for depreciation. 
This causes vigorous assaults to be 
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made upon the allowances for depre- 
ciation in rate controversies, with the 
result that public authorities are likely 
to allow too little for depreciation. 
This must be made up by larger ex- 
penditures for maintenance, or the 
capital of the company will eventually 
become impaired. Where, however, 
no return is based upon the reserves for 
depreciation, the consumers do not 
seriously object to large appropriations 
to these reserves, as they realize that 
they inure to their advantage as well as 
to that of the stockholders. 

(4) Valuations made under the rules 
and the theories approved by the 
United States Supreme Court as a 
practical matter result in a figure much 
in excess of the cost of the property 
and much in excess of what it would 
cost to construct a new plant capable 
of performing the service as well as the 
one in operation. It would take too 
long to point out what I believe to be 
fallacies in the present scheme of valu- 
ations. When we know that values 
are required by courts to be placed 
upon the property of a corporation 
which no one in the world would pay 
to acquire, except for the monopoly 
the utility enjoys through special 
privileges obtained from the public, 
and values which usually exceed the 
total of the market value of the out- 
standing stock plus its liabilities, we 
know there is something wrong in this 
system of valuation. Mr. Justice 
Stone has aptly described it as a 
“synthetic” value. Synthetic prod- 
ucts are seldom as good as the real 
thing. 

(5) In practical operation, such a 
system substitutes the judgment of a 
master appointed by a court for that 
of the duly sworn body created by the 
state for that particular purpose. The 
judgment of that body, if there is no 
evidence of bad faith, ought to carry 
as much weight as that of the master, 


who usually has had little or no ex- 
perience in such matters. The ques- 
tion as the courts view it, I understand, 
is not whether the state authority, 
acting upon the evidence, fairly ar- 
rived at the conclusion it did, but 
whether it found a value as high as did 
the master. After the proceedings in 
the courts are all through, the decision 
is simply either to affirm the state 
authority’s order or set it aside. If 
the decision is adverse to the state 
authority, it is then required to stultify 
itself in its judgment or make no order 
at all. 


Incentive to [NEFFICIENCY 


(6) It is an incentive to inefficiency. 
The valuation contended for by the 
utilities, as I understand it, is the cost 
of reproducing the property new, less 
observed depreciation. This thought 
was in substance approved by the 
United States Supreme Court in the 
Indianapolis Water Case. I am not 
unmindful that the Court has said this 
is not the sole test, but in practical 
operation it has been made such. 
Moreover, the intangible values al- 
lowed under these rules and theories 
seem to be limited only by the limits 
of the ingenuity and the imagination 
of so-called experts. The intangibles 
represent such a large proportion of the 
total valuation that it is unlikely that 
the valuation will ever be as low as the 
actual cost of the property. 

The system makes no provision for 
depreciation by reason of inadequacy 
or obsolescence due to the change inthe 
art. Under this rule, what incentive is 
there for the company, once it has ab- 
sorbed the lighting and power business 
in its area, to install up-to-date equip- 
ment? If it can obtain as great a 
return on the old as it can on the new 
equipment, there is little incentive, so 
far as the profits of the business are 
concerned, to install the new. I ap- 
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preciate that this suggestion of mine 
will be met by the answer that there is 
no other industry where there has 
been such a rapid development in the 
art as that of electricity. This I am 
prepared to admit. I am inclined, 
however, to the view that this has been 
due less to the public spirit of those in 
control of the industry than to their 
desire to absorb the field of lighting 
and power. 

When the industry has diyen out of 
the field all other forms of lighting and 
power, what incentive will a company 
then have to keep up to date in its 
equipment under the system of rates 
established on valuation? If that 
time ever arrives, one substantial in- 
centive only, in my judgment, will be 
left, and that is the incentive of making 
money out of the sale of securities, 
In those areas where the issuance of 
securities is not regulated and where 
the utilities are largely controlled by 
banking interests, it is true that there 
will be a desire to make changes in 
equipment to justify the sale of more 
pieces of paper; as the more pieces of 
paper sold, the more profit to those who 
sell the paper. Keeping up to date, 
however, through this incentive is, in 
my judgment, too costly to the con- 
sumers. 

These are not all the objections I 
have to a system of regulation of rates 
based upon a valuation, but they are 
the major ones. 


Success or Massacuusrerts Rrev- 
LATION 

Massachusetts was the first State in 

the Union to attempt a comprehensive 
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system of the regulation of public 
utilities. From the beginning, it at- 
tempted by legislation to control the 
issue of capital stock and to control un- 
wise distribution of profits among stock- 
holders. It early saw the necessity of 
controlling the accounts of the utilities 
and requiring that they should make 
sworn returns of their operations annu- 
ally. It began to develop the thought 
of regulation by commissions as early 
as 1869, when it established a board of 
railroad commissioners. It provided 
for the regulation of gas companies and 
the fixing of their rates by a commis- 
sion in 1885, and made like provisions 
as to electric companies in 1887. With 
some reason, we believe that our ex- 
perience has taught us something. 
We believe the regulation of utilities 
to be primarily a legislative function 
rather than a judicial’ one, and ‘we 
do not want our efforts to regulate 
strangled by judicial formality and 
procedure. 

Massachusetts has had an TENT 
record in its dealings with others. It 
was the State that insisted upon paying 
the principal and interest upon its bonds 
in gold or its equivalent, when it might 
have paid them in depreciated currency. 
It can be relied upon to treat with fair- - 
ness those who aid it in the furnishing 
of public service to its inhabitants. 
If I judge the temper of the people of 
Massachusetts correctly, they will never 
submit to Federal regulation. We may 
be forced into some form of contractual 
relation. Failing that, I am quite sure 
the people of Massachusetts will aban- 
don regulation and substitute therefor 
public ownership. 


Hon. Henry C. Attwill has been chairman of the 
Massachusetts Department of Public Utilities since 
1919 and before that year he served his State in a 
number of responsible legislative and administrative 
positions, including that of attorney-general. 


The Control of Power Rates in the United States 
and England 


By Ricuarp Joyce SMITH 


COMPARISON of the English 
and American methods of de- 
termining the reasonableness of electric 
light and power rates can assist a solu- 
tion of our particular problem of public 
utility valuation only by creating a 
striking contrast. In this country the 
rate question has been shaped by the 
peculiar requisites of our Constitu- 
tional system. For us, it has not been 
enough that the state should have au- 
thority to regulate rates. It has also 
been necessary to protect companies 
against supposed confiscation of pri- 
vate property. This has been accom- 
plished by means of an intrenched 
doctrine of judicial review. Admitting 
the power of a governmental commis- 
sion to investigate the practices of the 
industry and to promulgate orders 
designed to curb exploitative rates, it 
has nevertheless been deemed the 
function of the courts to determine 
whether such orders are within the 
bounds of Constitutional reasonable- 
_ness,} 

In England, on the other hand, the 
courts play no such part in the scheme 
of control. It is possible by means of 
common law actions to secure judicial 
construction of the terms of a statute, 
or to require a court to invalidate an 
ultra vires act of a public officer; but, 

1No more incisive analysis of the defects of 
the American system can be found than Pro- 
fessor Felix Frankfurter’s brilliant chapter on 
“Public Services and the Public,” in his recently 
published essays, The Public and Tis Government, 
1980. Reference should also be made here to 
the report of the New York Commission on 
Revision of the Public Service Commissions Law, 
1930, and particularly to Part II of Professor 
Bonbright’s minority report, as representing the 
results of scientific attempts to correct judicial 
concepts of fair value. 


subject to that restriction, a Parlia- 
mentary act, or the order of a govern- 
mental commission operating with the 
delegated authority of Parliament, is 
final. The question therefore becomes 
one of determining whether doctrines 
of value, so emphasized in the American 
system where the courts constitute the 
ultimate agency of control, play any 
part in the Parliamentary system in 
England, under which administrative 
government is relatively unhampered 
by judicial review. 

It is inevitable that under the Amer- 
ican system some rationale like “fair 
value” should be devised to enable the 
courts to perform their function as the 
ultimate agency of control, and it may 
be that since judicial review is so 
deeply ingrained in the American sys- 
tem of counterbalanced departments of 
government, some such device will 
always be needed. But the unfortu- 
nate consequence of the use of the 
“fair value” concept is the flood of 
litigation it has let loose. We have 
been so preoccupied with the search 
for elusive elements of value that we 
have made that search an end in itself. 
We have failed to appreciate that the 
only real utility of the concept is in its 
subservience to the more fundamental 
question of rate making. It may be, 
therefore, that a frank recognition of 
valuation as a mere device of the courts 
will permit a more accurate appraisal 
of its utility, and, if necessary, hasten 
its discard as an archaic, unworkable, 
ad hoc legal formula, inefficient even in 
providing the liaison between the 
judiciary and the legislature which the 
American system requires. It is in an 
attempt thus to ascertain the real 
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significance of the doctrine of fair 
value, that a consideration of the 
control of the electric light and power 
industry in England is helpful. For, 
since the courts play no important part 
in that control, it is possible directly to 
determine how far valuation becomes a 
problem in rate making where no threat 
of judicial review exists. 


Maxmum Cuarcus Freep BY 
STATUTE 


At the outset, the rates of electric 
light and power companies in England 
are usually prescribed by means of 
express maxima in the special acts of 
Parliament or the orders of the govern- 
mental Electricity Commission under 
which the companies are enfranchised.? 
Such maxima prevail, without question 
of reasonableness, until revised by the 
Minister of Transport under procedure 
set forth in a general statute. Under 
this procedure, at intervals of three 
years, the company, a group of not less 
than twenty consumers, or the munici- 
pality in which the company operates, 
may file application for a revision in the 
maximum charges; but the Minister, in 

2 Statutes establishing public control of the 
electric light and power companies in England 
have in recent years undergone complete revision 
for the purpose of hastening, under governmental 
auspices, rationalization of the industry itself. 
Electricity (Supply) Acts, 1919 (9 & 10 Geo. 
5, c. 100) and 1926 (16 & 17 Geo. 5, ¢. 51). No 
attempt is made here to discuss the reorganiza- 
tion of the industry thus effected. All references 
to the regulation of charges, however, are 


predicated upon the new system of control. 
For analyses of the Acts of 1919-1926, see Wills, 


Law Relating to Electric Lighting, Power and , 


Traction, J. C. Dalton’s 5th Edition, 1927; 
Hormell, Electricity in Great Britain, 17 Nat. 
Mun. Rev. 368, 1928; Report of Commission on 
Revision of the Public Service Commissions Law, 
New York: 1930, p. 427. 

It should be noted that municipally owned and 
operated plants forni the majority (861 to 246) 
of electric light and power undertakings in 
England. But, for purposes of comparison, 
discussion here is limited to the control of charges 
of private undertakings. 
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determining the merits of each applica- 
tion, may exercise his own discretion, 
which is not reviewable by any other 
court or public official.: In performing ` 
his duty of holding “such inquiry as 
he may think fit,” the Minister may 
require the Electricity Commissioners 
to advise him on the matter. This ad- 
visory function of the Commissioners 
amounts in fact to the Minister’s in- 
quiry, and corresponds in substance to 
the original hearings of a public service 
commission in the United States. 

It would seem, therefore, that if the 
value of property used or useful in 
the public service were deemed a de- 
terminant of the rates to be charged the 
users of electricity in England, evi- 
dence of a consideration of that factor 
could be found in the reports of these 
deliberations of the Electricity Com- 
missioners. But a survey of the avail- 
able reports produces no such evidence. 
During the first year of its existence ê 


3 Electricity (Supply) Act, 1922 (12 & 13 Geo. 
5, €. 46), sec, 22. 

The schedule of the Electricity (Supply) Act, 
1922, setting forth the basis for such appeals, 
provides that the applicants may “make a rep- 
resentation to the Minister that the prices or 
methods of charge stated in the special order or 
approved by the Minister ought to be altered,” 
and the Minister “after such inquiry as he may , 
think fit, may make an order varying the prices 
or methods of charge stated in the special order 
or so approved as aforesaid, or substituting other 
prices or methods of charge in lieu thereof, ‘and 
the prices or methods of charge so varied or sub- 
stituted shall have effect on and after such day 
as may be mentioned in the order as if they had 
been stated in the special order. Provided also, 
that the prices and methods of charge for the 
time being in force may be altered in like manner 
at any time after the expiration of any or every 
period of three years after they were last altered.” 

4 Electricity (Supply) Act, 1919, op. cit. supra, 
note 1, sec. 39. 

5The Electricity Commissioners appointed 
by the Minister of Transport, under the Act 
of 1919, succeeded the Board of Trade on 
January 23, 1920, as the administrative agency 
controlling the light and power industry. 
First Annual Report, Electricity Commissioners, 
1921, p. 10. 
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the Commissioners were called upon to 
advise the Minister of Transport on two 
hundred applications for increases in 
the statutory maxima.® Referring to 
the economic conditions giving rise to 
so large a number of applications for 
increases, the Commissioners said: 


Faced with increased prices for coal and 
other materials, with the general advance 
in rates of wages following on the increased 
cost of living, with the higher cost of raising 
capital required for the maintenance and 
extension of works and for carrying out 
developments to meet statutory obligations, 
and also with the loss of revenue due to the 
operation of the 8-hour day and of the 
Summer Time Act, many undertakings 
found that maximum prices authorized in 
the prewar period were inadequate to meet 
the present day conditions.” 


INVESTIGATION OF APPLICATIONS 


Such a statement of the conditions 
necessitating rate revisions is a far 
cry from the long decisions on the 
merits of competing theories of value 
which reflect the attempts of the courts 
and commissions in the United States 
to deal with similar conditions prevail- 
ing in this country. Theimplication of 
this excerpt from the report of the 
Electricity Commissioners is that at the 
‘outset of a rate hearing, unless the 
exigencies of judicial review demand 
translation of the problem into terms 
of a legal formula, the administrative 
body will adopt a realistic approach to 
the question. This implication is given 


6 One hundred and forty-nine of these applica- 
tions were from company undertakers, and the 
remainder from municipally owned plants. 
Applications for revision were made under the 
Electric Lighting Clauses Act, 1899 (now amended 
by the Electricity (Supply) Act, 1922) and under 
the Statutory Undertakings (Temporary In- 
crease of Charges) Act, 1918, enacted to meet 
the emergencies of postwar inflation. First 
Annual Report, Electricity Commissioners, p. 
47, 

7 First Annual Report, Electricity Commis- 
sioners, p. 45. 
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further support by the Commissioners’ 
resumé of their method of investigating 
each application: 


Each application was closely investigated 
and all relevant circumstances taken into 
consideration. A careful scrutiny was 
made of the result of the past and present 
operations of the undertakings concerned 
and of the estimated financial position in 
the immediate future, full account being 
taken in the latter connection of the prob- 
able effect of an increased maximum price, 
if granted. Due regard was given in the 
individual cases to the possibility of framing 
a revised tariff within the existing maximum 
to bring about the desired improvement of 
the financial position of the undertaking.* 


In so far as insuring a return on the 
investment of the undertakings is con- 
cerned, the Commissioners were not 
required to consider any Constitutional 
right of the undertaking to earn a fair 
return. The Commissioners had merely 
to recognize that a return on capital 
invested was necessary for the develop- 
ment of the industry, which of itself 
was a predominant aim of public con- 
trol under the new Acts. Upward 
revision of maximum charges during the 
postwar period was justified on the 
ground that 


the continuance of such a public utility 
service as electricity supply under the diffi- 
cult conditions at present obtaining can, 
however, only be ensured by consumers 
paying a fair and reasonable price for the 
services rendered or at their disposal and 
by the undertakers securing a fair and 
reasonable return on capital expended un- 
der statutory obligation in rendering and 
making available such services.'° 

8 Ibid., p. 48. 

° Referring to restrictions imposed upon the 
companies by earlier Acts, the Commissioners 
stated: “The consequent inability of various 
company undertakings to distribute a reasonable 
dividend upon the capital employed, has proved 
a serious handicap to the development of elec- 
tricity in the districts concerned.” Second Annual 
Report, Electricity Commissioners, pp. 59-60. 

10 First Annual Report, Electricity Commis- 
stoners, p. 46. 
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Such a statement is the nearest ap- 
proach to an articulated theory of 
valuation as a basis for rate making to 
be found in the reports of the Com- 
missioners. ‘The significance lies in the 


fact that it has never been necessary to: 


have the idea crystallized into a set 
formula, nor expanded by the multi- 
plication of judicial refinements. 

It would, of course, be idle to sup- 
pose that the determination of rates in 
England does not involve some con- 
sideration of elements that have been 
integrated into the American doctrine 
of fair value. But that is not the 
point at issue. The question rather is 
whether or not rate making need be- 
come the victim of an exalted doctrine 
of value. If, unhampered by the 
rationalizations of court reviews, the 
Electricity Commissioners in England 
have succeeded in establishing rates 
adequate to insure the necessary flow 
of capital, without pursuing abstract 
theories for the computation of the 
value of the property, it must at least 
be admitted that the interests of the 
‘companies can be served without the 
uncertainties, the ambiguities, and the 
uneconomic delays of, the American 
system. 


APPLICATIONS FoR DOWNWARD 
REVISION 


Where the appliċations have been 
for downward revisions of the maxi- 
mum charges, the Commissioners have 
followed the same procedure. Irre- 
spective of the theoretical value of the 
property, the attempt has been to 
settle each controversy according to 
its particular circumstances. Thus, 
during the year ending March 31, 1926, 
the Commissioners reported the con- 
clusion of hearings in four such applica- 
tions. In one case, the companies 
agreed to thé reductions sought in the 
applications. In another case, the 
application was for a reduction of the 
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maximum price from Is. to 9d. per 
unit, but negotiations between the 
company and the municipality resulted 
in a compromise at 10d. In a third 
case, the Commissioners reported a 
postponement -of final determination, 
pending the outcome of negotiations 
by the municipality to exercise its 
right to purchase the undertaking. 

A typical report on a case for the 


‘reduction of the maximum charge is 


that for the Twickenham and Tedding- 
ton Electric Supply Company, Ltd. 


1 The Commissioners’ published report on this 
case is as follows: 


“A joint application was made by all Loval 
Authorities concerned for a downward revision 
of the maximum prices chargeable by the 
Twickenham and Teddington Electric Supply 
Company, Ltd., from ls. per unit to 8d., and 
also for the fixation of certain maximum scales - 
for (a) lighting, (b) power, and (c). heating. 
The application formed the subject of a public 
inquiry which was held at Savoy Court by 
the Commissioners on behalf of the Minister. 
In the course of the proceedings, the proposal as 
to maximum scales of charges was strongly op- 
posed by the Company, who indicated, however, 
that the undertaking had reached a stage of 
development at which they would be prepared to 
apply the whole of any savings in the cost of 
working to the reduction of prices to the con- 
sumers; but urged that some margin be allowed 
to enable the Company to meet any unforeseen 
contingency and to permit of some flexibility in 
their tariffs. The Company subsequently no- 
tified the Commissioners that if Orders were made 
authorising new flat rate maximum prices of not 
Jess than 9d. per unit and the usual minimum 
quarterly charges, they would undertake, as 
from the date of such Orders and during’ the 
period which would -elapse before any further 
revision could be effected, to devote further sav- 
ings in the cost of working to reductions in 
charges subject to certain conditions which were 
specified, 

“After consideration of the evidence given at 
the inquiry and of the subsequent proposal of 
the Company, the Commissioners came to the 
conclusion that a case had not been made out for 
the fixation of maximum scales of charges on the 
lines proposed, and that the undertaking which 
the Company were prepared to give would en- 
sure a reasonable proportion of any additional 
profits enuring to the benefit of consumers. 
They accordingly recommended the Minister 
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In this case, the Commission refused 
to grant completely the petitions for 
reductions, and recommended the adop- 
tion of the company’s compromise 
proposal. But here, again, the Com- 
mission felt bound to report, for pub- 
lication, merely its conclusions with 
the statement that they were predi- 
cated upon “a consideration of the 
evidence.” Such a procedure may or 
may not meet the American demand 
for judicial deliberations. But it has 
in its favor at least the certainty that 
rate proceedings will be expedited. 

These inquiries of the Electricity 
Commissioners on applications for re- 
visions of the statutory maxima may 
also be less protracted than the typical 
rate case in the United States, because 
often they do not involve a direct con- 
sideration of the rates actually charged 
by the companies. Referring to con- 
fusion on this point, the Commissioners 
declared: 


With regard to the relation between 
authorized maximum prices and actual 
prices or charges, it is to be noted that the 
fixing of the actual scales of charges for 
different classes of supply is a matter within 
the discretion of undertakers, subject only 
to the overriding provisions as to maximum 
prices contained in their Orders or Special 
Acts. So far as complaints relate to actual 
prices or charges which are within the 
authorized maximums, or to methods of 
charge adopted voluntarily by the under- 
takers for agreement with. individual con- 
sumers, there is no statutory power to the 
Minister or to the Commissioners to inter- 
vene.” ; 

It is difficult from an American point 
of view to justify such a gap in the 


to grant orders authorising new maximum prices 
of 9d. per unit and minimum quarterly charges 
on the usual basis, subject to the Company 
furnishing to the Minister a definite undertaking 
on the basis indicated.” Sizth Annual Report, 
Electricity Commissioners, pp. 67-68. 

12 Eighth Annual Report, Electricity Com- 
missioners, p. 291. 
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statutory control, and it may well be 
that the time will come when the dis- 
parity between the statutory maximum 
and the actual charges by English 
companies will be so pronounced as to 
require an amendment to the powers of 
the Minister and the Commissioners. 
It is not to be supposed, however, that 
an extension of the jurisdiction of the 
administrative agency in this respect 
would create the legal and Constitu- 
tional difficulties that arise when an 
American commission attempts to 
exercise extended jurisdiction. 


Tun Suipine Scare 


Aside from use of statutory maxima, 
with power in the Minister of Trans- 
port to revise at stated intervals under 
the procedure already outlined, control 
over rates in England is also main- 
tained by means of the statutory device 
known as the sliding scale of prices and 
dividends. This device has not been 
generally applied to the individual elec- 
tric light companies, distributing en- 
ergy directly to consumers. It was 
adopted, however, to control the 
charges of generating companies to the 
authorized distributing companies, and 
more recently it has been prescribed in 
the London Electricity Acts of 1925, 
under which the generation and distri- 
bution of light and power in the London 
and Home Counties was reorganized 
to provide for a single joint authority 
for the entire metropolitan area, 

The history of this phase of the Lon- 
don reorganization is perhaps the most 
striking example of the workings of 
English administrative agencies. The 
sliding scale allows the payment of 
dividends at certain standard rates on 
ordinary capital. Its operation is fur- 
ther controlled by the setting of a 
standard price for various specified 
classes of consumers. These standard 
prices govern any further participation 
by the company in surplus profits. 
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When applied to the units sold to the 
respective classes of consumers in the 
last completed year prior to fixation, 
the stafidard prices are to give an 
amount sufficient to meet certain speci- 
. fied working and other costs and charge 
including sinking funds and dividends 
on ordinary capital at standard rates. 
The payment of a dividend in excess of 
the standard rate in any given year is 
contingent upon the fact of the amount 
actually received from consumers for 
current supplied being less than an 
amount arrived at by applying the ap- 
propriate standard prices to the num- 
ber of units sold during the year. The 
difference between those amounts is 
called ‘consumers’ benefit,” and if 
profits are available, one sixth of the 
“consumers’ benefit” may be used by 
the company for additional dividends 
on ordinary capital.“ 

The London Acts provide that the 
standard prices which are to constitute 
the basis of the sliding scale shall be 
determined by the company in such 
manner as the Commissioners may 
decide, and submitted to the London 
County Council for approval. If the 
Council refuses its approval, the Com- 
missioners, or an arbitrator appointed 
. by them, is authorized to fix the stand- 
ard prices.'4 : 

When negotiations began in the lat- 
ter part of 1925 to establish these 
standard prices, considerable question 

was raised over exactly what factors 
should ‘enter into the calculation of the 
standard prices. “Ordinary capital” 
was held to include whatever free re- 
serves were actually utilized for the 
provision of capital assets. This de- 
pended largely upon an interpretation 
of schedules of assets and statements of 
value submitted by each company for 


13 This description of the principle of the sliding 
scale is taken from the Eighth Report of the 
Electricity Commissioners at p. 26. 

x Ibid., p. 27. 
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approval of the County. Council. In 
this matter, dispute arose between the 
company and the Council over the 
value to be assumed that investments 
included in the free’ reserves. The 
companies claimed that since the value 
of such investments had depreciated 
since their purchase before the war, . 
they should be listed at cost. The 
Council insisted that they be listed at 
market value.®, Agreement on this 
point was finally reached by listing the 
securities at market value and setting 
up a reserve against further deprecia- 
tion. ' 

At the end of two years the London 
County Council reported to the Com- 
missioners that after detailed negotia- 


‘tions with the companies involving 


examination and analysis of figures for 
costs and charges to be allowed in com- 
puting the standard prices, an agree- 
ment had been reached with most of 
the companies. But, since such agree- 
ment if put into effect would have va- 
ried the provisional prices which had 
been set by the companies, and no such 
statutory authority could be found for 
the procedure,” the Commissioners 
advised the Council formally to dis- 
approve the suggested schedules.. 
Thereupon the Commissioners pro- 
ceeded pro forma to determine the 
prices under their. own authority, ac- 
cepting, however, as a basis, the com- 
putations already agreed upon by the 
companies and the County Council.!8 
An arbitrator was appointed who con- 
cluded the hearings and fixed standard 
prices in 1929. The Commissioners 
refer to a “difference of opinion” be- 
tween one of the companies and the 
County Council, which was resolved by 
the arbitrator in favor of the company, 


16 Ibid., p. 27. 

16 Ibid., p. 182. 

17 Ibid., p. 27. 

88 Ibid., p. 28; Ninth Annual Report, Electricity 
Commissioners, p, 39. 
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but no indication is given in the pub- 
lished reports of the negotiations as to 
the nature of that dispute. In the 
Commissioners’ Ninth Annual Report, 
a schedule of the standard prices thus 
computed is listed,’® and the matter is 
closed with a statement by the Commis- 
sioners that these standard prices in no 
way affect the actual charges to be 
made by the companies, since, subject 
to the statutory maxima prescribed in 
the companies’ Orders or Acts, the 
actual charges are entirely a matter 
within the companies’ own discretion. 
The sliding scale therefore becomes a 
method for controlling the companies’ 
surplus profits and insuring for the 
consumers proportionate reductions in 
rates, even below the statutory max- 
ima. 


Decisions witout RECOURSE TO 
Courts 


The significance, for the purposes of 
this discussion, of the negotiations to 
establish the machinery for the sliding 
scale among London companies, is that 
all of the complex questions dealing 
with the financial operations of one of 
the most important units of electricity 
distribution in the world, were finally 
resolved by direct dealings between the 
parties, and without a single resort to 
an ordinary court of law. As has al- 
ready been noted, the London Acts 
required that the Commissioners deter- 
mine the “manner” in which the stand- 
ard prices were to be fixed, while the 
actual fixing of the prices should be 


left to the companies and the munici- - 


palities affected, with the additional 
provision for the settling of any dis- 
putes by arbitration under the auspices 
of the Commissioners, With this pro- 


19 Ninth Annual Report, Electricity Com- 
missioners, p. 41. For a detailed report of the 
London and Home Counties Joint Electricity 
Authority on the administration of sliding scale 
clauses, see [bid., pp. 145-148. 
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cedure, the provisions of the Interstate 
Commerce Act for the computation of 
excess profits of railroads are to be com- 
pared. It will be recalled that the 
Interstate Commerce Commission was 
required to “value” railroad properties 
according to “the law of the land.” 
This ultimately involved one of the 
longest and most expensive litigations 
on the question of “value” in the his- 
tory of regulation in this country, 
resulting in a decision of the United 
States Supreme Court which com- 
pletely thwarted the policies of the 
Interstate Commerce Commission. 

A final phase of the administrative 
control over light and power charges in 
England concerns the determination of 
the price at which energy generated at 
selected power stations under the re- 
organization of the industry effected 
by the Acts of 1919 and 1926 shall be 
sold to the authorized distributors. It 
is provided that such price shall be pred- 
icated upon the cost of production and 
transmission, the measures thereof be- 
ing set out in schedules appended to the 
1926 Act. Such schedules set out a 
list of fixed and running costs to be in- 
cluded. As yet, however, these pro- 
visions have not been put into general 
operation, and no actual cases under 
them are recorded in the reports of the 
Electricity Commissioners. 

20 Any dispute over the charges of selected 
stations is to be settled by an auditor appointed 
by the Minister of Transport. Electricity 
(Supply) Act, 1926, sec. 7 (6) (16 & 17 Geo. 5, 
c. 51). For reports of progress upon the applica- 
tion of schedules to determine the cost of produc- 
tion at generating stations, see Eighth Report, 
Electricity Commissioners, pp. 21-22; Ninth 
Report, pp. 11-12; Tenth Report, pp. 15-16. 
This particular phase of the control of charges 
is too intricately interwoven with the whole 
reorganization policy under the new Acts, to 
admit of proper analysis here. For possible 
conclusions concerning valuation principles, 
however, see Professor O. C. Hormell’s appendix, 
Report of Commission on Revision of Publie 


Service Commissions Law, New York: 1939, 
pp. 434-436. 
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Minor Importance OF VALUATION 


No attempt has beén made in this 
survey of the English system of admin- 
istrative control over the charges of 
electric companies to find support for 
any of the competing theories of valua- 
tion with which we are familiar in this 
country. It has, indeed, been con- 
sidered irrelevant to seek out evidences 
of “value” in a system in which valua- 
tion, as such, has no articulated sig- 
nificance. Questions of value do arise 
where the issue is the purchase of a 
private company by a local authority, 
or the taxation of utility properties, 
and such issues have often led to trials 
and decisions in the courts of law in 
England. The purpose in this survey, 
however, has been to demonstrate that 
electric light and power rates may be 
fixed and controlled by public agencies 
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without resort to concepts of value. 

If it is possible in England to solve 
the rate problem, so far as procedure is 
concerned, without resort to judicial 
review and without legal formule of 
value, it is for us to consider whether 
valuation problems in this country 
have not been unnecessarily exaggerated 
even conceding that the exigencies of 
our Constitutional system preclude so 
direct an attack upon the rate problem 
as characterizes control in England, 
and that the exaltation of the adminis- 
trative commission might not in the 
United States be politically wise, never- 
theless the mere realization that our 
doctrines of valuation are not indis- 
pensable to adequate rate control 
should suggest the propriety of less at-- 
tention to this particular concept and_ 
more study of possible alternative de- 
vices, 


‘ Mr. Richard Joyce Smith is Assistant Professor of 
Law at the Yale University Law School, New Haven, 
Connecticut. As a Fellow of the Social Science Re- 
search Council, he recently spent a year in research in 
England studying the development and administration 
of legislative control of electricity supply. 


Electricity—A Common Carrier 


By Cuzsrmre I. Haun 


N THE year 1912 there were ap- 
proximately nine billion kilowatt 

hours sold by all the utilities of the 
country. The four forms of load are 
represented as follows: residential, 
13.6 per cent; commercial, 16.2 per 
cent; industrial, 37.8 per cent; and 
transportation, 34.2 per cent. 

At that time the. commercial and 
residential loads were largely lighting, 
and together were almost equal to the 
industrial load, in spite of the fact that 
industry had available ail forms of 
motors of good quality. But those 
factories, in which the management 
had been brought up with steam en- 
gines, internal combustion engines, or 
water power, were slow to accept this 
new carrier of energy or power. Utility 
management found it necessary to 
develop more intensive selling methods 
to obtain large blocks of load. The 
high pressure, engineering sales spe- 
cialist was developed. “‘Electrifica- 
tion of industry” was the slogan of the 
hour, because the vision of enormous 
development was easily seen. Many 
times it was necessary to purchase 
private plants and to furnish engineer- 
ing asssistance to the customer in order 
to prove’ to the management that 
electricity was better from the eco- 
nomic viewpoint on account of cost, 
flexibility of control, and reliability. 

A new character of rate was devel- 
oped to meet the new operating condi- 
tions of this customer and to obtain a 
price to him that was competitive with 
his older method of drive. Further, 
the engineers or power experts were 
sent to these factories to improve 
methods of’ application and reduce 
power usage when possible, resulting in 


lowered cost and better service. Eight 
years of this fine activity resulted in 
an increase of twenty-three billion 
kilowatt hours of output. 


LOADS AFFECTED BY DEPRESSION 


During the depression year of 1921 
there was a sharp falling off of 13 per 
cent of power load, due entirely to 
industry’s default, since commercial 
and residential loads increased 16 per 
cent during the same period. This 
drop caused careful thought on the 
part of utility management, and by 
redoubled efforts and expense, the 
seven-year period between 1922 and 
1929 was made to show an increase of 
forty-one billion kilowatt hours, or a 
total increase over the seventeen years 
of 613 per cent. 

Again we are in a depression period, 
and again the residential and commer- 
cial loads show sharp increases from 
1929 to the present time, while industry 
falls more rapidly than in 1921. Com- 
paring 1929 to 1930 the values stand 
as follows: residential, 12.8 per cent 
increase; commercial, 5.8 per cent 
increase; industrial, 7.2 per cent de- 
crease; and transportation 3.0 per cent 
decrease. 

In the transportation field there has 
been little change, probably indicating 
that the loss in street traction load is 
being offset by the increase in electri- 
fication of railways and terminals. 

While national figures are not avail- 
able at this time for any period in 1931, 
yet one may easily surmise that the 
same trends are holding, Again the 
utility management may well review 
the relative desirability of the various 
classes of load. 


109 


110 


IMPORTANCE or RESIDENTIAL 
CUSTOMERS 


The residential customer has been a 


loyal one and has been appreciative of . 


the helpfulness of the utility. The 
advent of the tungsten lamp is a strik- 
ing example of this mutual under- 
standing. The utility sold the home 
owner a lamp that would give the 
same light for one-half to one-third the 
former kilowatt hours used. The 
householder, by his purchase of the 
lamp, and as indicated by his bills, 
inverted the wording and said: “I 
can now have two or three times the 
amount of light for the same money.” 
The slogan of a large tire manufacturer 
revised will read: “The Residential 
Customer is a Good Customer.” He 
is twenty-five million strong, and in- 
creasing faster than the rate of popula- 
_ tion. In 1930, power customers were 
only 3 per cent of the total number, and 
the percentage is smaller now. - 

Permit me to quote from Bulletin 
315 of Ernst & Ernst: 

Diversity of home equipment products 
makes it impossible to consider them under 
the head of a single industry. If all are 
lumped together, however, they show the 
real importance of the home as a consumer 
of capital goods. Between four and five 
billion dollars’ worth of equipment is sold 
annually for American homes, thus far 
exceeding the value of even such important 
industries as automobiles. Demand may 
vary from year to year, depending on the 
current conditions of purchasing power, but 
on the long pull the home equipment lines 
represent a tremendous backlog whose 
importance must not be overlooked merely 
because they are not organized as a single 
group. i 
About 70 per cent of the homes of 

this country are customers of the elec- 
trical utilities, so the major effort 
should be placed upon increasing the 
present average of about 550 kilowatt 
' hours per year. In certain preferred 
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locations, the average consumption has 
been increased to 1,150 kilowatt hours, 
with the prospect of much larger in- 
creases in the near future. 


DEVELOPING OFF-PEAK BUSINESS 


Old in the history of electrical de- 
velopment is the problem of the im- 
provement of load factor and capacity 
factor. These factors are of great im- 
portance, since they involve a more ` 
continued and complete use of the 
expensive equipment necessary to serve 
all customers. The equipment may be 
roughly divided into generation, trans- ' 
mission, and distribution. ‘There are 
also other fixed charges that are largely ` 
independent of load. Attempts have 
been made to take advantage of this 
“idle hour” energy by using it in 
electric vehicle charging, ice plants, 
and other off-peak uses. These have 
failed, since the values for load and 
capacity factors have changed but 
slightly in the last ten years and are now 
roughly 35 per cent. In preferred 
locations values much higher than this 
may be found, where great care was 
taken in building load that lasts longer 
hours. 

One of the outstanding experts of the 
utility field recently made the following 
comments: 


The attractive features of off-peak sales 
have never received the attention they 
deserve. Perhaps the remarkable growth of 
the utilities has precluded recognition of the 
eminently satisfactory returns to be secured 
from restricted service’ supply, or perhaps 
the theory of such use of energy has been 
considered to conflict with past American 
rate theories, under which rates have been 
developed which encourage unrestricted use. 
In any event much ground has been lost 
here by failure to recognize the value of the 
service as an income producer, a situation 
which warrants serious study to insure cor- 
rection in the near future. To accomplish 
this end, it appears necessary to overcome 
company inertia and more effectively 
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demonstrate to company executives the 
exceptional merits of off-peak business. 

This discussion has led to a new 
‘method of application of our common 
carrier and a new huge group of custom- 
ers that will secure comfort and con- 
venience from it. Its energy may be 
stored, instead of having to be used 
immediately—stored by means of 
heated water in various sizes of con- 
tainers and for various purposes— 
domestic water heating, house heat- 
ing, and some commercial applica- 
tions. 

The housewife, one of the twenty 
million, likes this method. She appre- 
ciates the lower price at which she may 


buy such comfort, due to the thought- - 


' fulness of the utility management in 
working out new ways and means and 
telling her of them in the public press so 
that she will understand the simple 
discussion given her by an engineering 
representative. She must be con- 
vinced that the energy is of two kinds; 
one to be used immediately at the turn 
of a switch under her own control, and 
the other to be turned on and off at the 
discretion of the utility, but always 
ready when she wants to use it. It is 
just like buying milk. The order is 
placed the evening before; sometime 
during the early morning hours the 
milkman makes the delivery at his 
convenience, as does the utility; but 
both the milk and the stored heat are 
used at any time desired by the house- 
wife. 

This new service cannot be consid- 
ered as a promotional activity upon a 
lower step of existing rate systems. 
The entire scheme is new in conception, 
application, costs, and use. Themethod 
used will depend upon the utility, its 
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operating conditions, costs, and many 
other factors. But today we have the 
best management for careful review of 
this problem that has ever been avail- 
able, and the goal is large in return. 
It will effect a load which seems depres- 
sion proof; a residential group lying in 
the vicinity of a large industrial con- 
sumer, which can readily take the 
same number of kilowatt hours off- 
peak as will be used by the industry 
on-peak; and 96 per cent of all custom- 
ers more closely tied to the utility— 
customers who will use electricity not 
at 550 kilowatt hours per year, but at 
5,000 to 150,000 kilowatt hours per 
year. 


CULTIVATE THE RESIDENTIAL User 


The utility industry came into exist- 
ence as a purveyor of light. Over the 
span of years it has shown a very con- 
siderable growth, lighting of homes be- 
ing augmented in many instances by 
the use of current-consuming devices. 
Since the development of the electric 
motor and the realization of its possibili- 
ties in displacing prime movers using 
steam, water, and oil, a huge high- 
pressure selling campaign has been 
under way, with costly, highly trained 
salesmen, large in number and activity, 
which has resulted in the development 
of electrified industry as indicated in an 
earlier part of this paper. 

A load-building campaign of the | 
magnitude and the force of the one 
used to get industrial consumers, if 
applied to the home, could double the 
kilowatt-hour output with only a 
slight increase in distribution facilities, 
apply corrective load factor, and build a 
strong groundwork of satisfaction and 
good will for the utility. 


Mr. Chester I. Hall ts president of the Hall Electric ` 
i Heating Company of Philadelphia, Pennsylvania. 
He was for more than a decade director of the Develop- 
mental Laboratory of the General Electric Company. 


A Plan for Public Ownership and Operation 


By Josnen B. Eastman 


ECAUSE of my official position it: 
may be well to say that I am here 
Speaking for myself alone. For the 
same reason, it’ may also be well to say 
that I am not urging either immediate 
or early public ownership and operation 
of the railroads. Because of its magni- 
tude, that would be an undertaking 
` which ought not to be contemplated 
without most careful preparation and 
planning, and there has been nothing 
of the kind. Nor is the time ripe. 
Paradoxically, it is not so near to being 
ripe as it was some years ago. Trans- 
portation is now in an era of change. 
Competition is a- bigger factor than it 
has been for many years. It is difficult 
to visualize even the near future. 
Until we can see ahead a little more 
clearly, at least, I am not ready to 
advise that steps be taken toward 
public ownership and operation of the 
railroads. 

Nor am I crusading for such owner- 
ship and operation of other utilities. 
I have certain convictions which I am 
quite willing ‘to express. But the 
subject is an intensely practical one, 
and ought to be dealt with accordingly. 
Without much doubt, progress will be 
made slowly, and I am not disposed to 
complain of that fact. Thought and 
public opinion on the subject are still 
in the developmental stage. 

My views are the product of twenty- 
five years’ observation of and experience 
with public utilities and some seven- 
teen years’ participation in their public 
regulation. These views may not be. 
any the more valuable on that account, 
for experience does not always beget 
wisdom. But certainly they have been 
changing and developing in that time. 
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At the beginning they were quite differ- 
ent from what they are today. 


PUBLIC ACTIVITIES ALREADY 
SOCIALIZED 


Tt is still a custom to brand the idea 
of public ownership and operation as 

“socialistic,” and dismiss it with that 
brand as opposed to what has been 
called rugged American individualism. 
But this is use of words to paralyze 
rather than promote thought. As a 
matter of fact our individualism has - 
always been tempered to a considerable 
degree with socialism, and the tendency 
has been to increase that degree. We 
have found that certain activities can 
best be carried on by the government 
for the common good, instead of being 
left to private enterprise. Illustra- 
tions, which could be multiplied, are 
parks, highways and bridges, schools, 
fire protection, postal service, and water 
supply. All these could be, have been, 
or to some extent still are carried on by 
private enterprise. We have found 
that these activities and numerous 
others can with advantage be social- 
ized, and in that form they now have 
their place among accepted American 
institutions. In such instances gov- 
ernment has superseded, or at least 
invaded, the domain of business. 
There may be those who shudder at the 
thought, but certainly they are not 
conspicuous. 

Granting, therefore, that the public 
ownership and operation of public 
utilities is socialistic, the question 
presented is not one to be settled by the 
bandying of epithets or phrases, but is 
the intensely practical question of 
whether these particular activities are 


A Puan ror PUBLIC OWNERSHIP AND OPERATION 


of such a kind that they can with 
general advantage be socialized, in 
whole or in part, like many others 
which have already undergone that 
change. i 

We start, in the case of the public 
utilities, wìth the fact that they per- 
form public functions. That fact has 
not only been conceded but proclaimed 
by our courts. 
language of the courts, “affected with 
a public interest.” That is why we 
call them public utilities. Another 
fact which is no longer the subject of 
dispute is that they cannot wisely be 
left solely to private enterprise. It is 
a fact established by sore and entirely 
convincing experience. Consequently 
we subject them to public regulation, 
which means, to speak baldly but yet 
accurately, that within certain limits, 
which are capable of more or less 
indefinite expansion, the government 
undertakes to control and direct their 
management. To that extent, there- 
fore, these public services have already 
been socialized. 


Pusiic REGULATION 


At this point I digress to mention 
a rather singular thing about public 
regulation. Its original purpose was 
to protect the public against extortion 
and unsafe, inadequate, or poor serv- 
ice. It is now regarded also as a means 
of protecting the regulated companies 
against each other, against their com: 
petitors, and even agaizist the public. 
The Transportation Act, 1920, was 
motived to a very considerable extent 
by that thought, and in still greater 
degree, that purpose underlies the 
present demand for the extension of 
public regulation in the case of motor 
busses and trucks, water carriers, air- 
planes, and pipe lines. As a further 
illustration I venture the assertion, 
with some confidence, that if the rail- 
roads had been subject to no public 


They are, to use the . 
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regulation whatsoever, a general im- 
crease in freight rates during times like 
these would never have been proposed. 
It required a solidarity which I believe 
could not have been achieved under 
conditions of open, unregulated com- 
petition, and which in fact was not in 
the past achieved when such conditions 
prevailed. 

Now, I am the last man to deny that 
public regulation serves very useful 
purposes in the general interest. I 
would not be a part of it if I thought 
otherwise. Nevertheless, it is open 
to certain obvious criticisms. In- 
evitably it means a responsibility which 
is divided and overlapping. When 
things go wrong, the companies can and 
do blame the commissions, the commis- 
sions can and do blame the companies, 
and the public can and does blame either 
or both. Such a system runs counter 
to what are ordinarily regarded as 
sound principles of administration. The 
clash in authority becomes more acute 
the more active public regulation is. 
Nor is responsibility divided only 
between the companies and the com- 
missions. The authority of the latter 
is circumscribed by statutory and 
constitutional law. Only the courts 
can finally determine what the limits 
are, with the result that our judges 


‘become a third and very important 


factor in the situation, and hence 
indirectly in management. 

The part which thé commissions play 
in management under court surveil- 
lance is necessarily performed in a way 
which in itself is inconsistent with 
sound principles of administration as 
generally understood. The commis- 
sions must obtain the information 
upon which they act, not as executives 
inform themselves, but through the 
long-drawn-out processes: of judicial 
procedure, with opposing witnesses 
supported by batteries of counsel and 
with the hazard, always, that the 
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hostilities will be prolonged by appeal 
to the courts. Such procedure con- 
sumes time, labor, and money, with the 
utmost prodigality. The burden falls 
alike upon the companies, the govern- 
ment, and the general public. Many 
such proceedings, especially when ques- 
tions of valuation were involved, have 
dragged their long way through months 
and even years of time. 

Furthermore, management in part 
through public regulators has other 
singularities. To be done efficiently 
it requires, like any other difficult 
undertaking, much accumulated knowl- 
edge and experience, and acquired 
- skill. Yet there is seldom an oppor- 
tunity for the prior training of com- 
missioners. As a rule they must 
acquire much of their special knowl- 
edge and skill after they assume office. 
They are also subjected to the hazard 
of reappointment at stated intervals. 
And if they exhibit marked capacity, 
‘a demand for their services elsewhere, 
where standards of remuneration are 
higher, is likely to develop, and par- 
ticularly from the very companies 
which they regulate. It is no easy 
thing to find men who are fitted for 
the job and willing to undertake it, 
and when they are willing it may be 
chiefly with the hope that the job will 
prove a mere stepping-stone to more 
profitable occupation. The result is 
that there are many inefficient men in 
public regulation, and the turnover 
among those who are efficient is very 
great. 


ADVANTAGES OF GOVERNMENT 
ADMINISTRATION 


This very condensed summary of 
the situation must at least suggest 
the thought that some better way can 
be found of directing the performance 
of the public functions which are the 
reason for the existence of the public 
utilities. And having sound principles 
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of administration in: mind, the thought 
must also suggest itself that a better 
and also simple way would be for 
the government to take over. these 
public functions and assume complete 
and undivided responsibility for their 
management, in place of the partial 
responsibility which it has already 
assumed. At one stroke this would 
eliminate the troublesome question 
of valuation, greatly simplify financing, 
largely eliminate the courts as a time- 
consuming factor in the situation, and 
reduce cumbersome judicial procedure 
in connection with questions of manage- 
ment to a minimum. Such matters 
as service, issue of securities, account- 
ing, new construction, and the general 
level of rates could ordinarily be 
handled in normal administrative rou- 
tine. A commission or some other 
tribunal might be necessary to pass 
upon certain questions where the 
clash of individual rights is involved, 
such as discriminations in rates, but 
the field of such procedure would be 
vastly narrowed. 

Throughout this paper, in speaking of 
“government” I use the word generi- 
cally. Dependent upon circumstances, 
it might be the Federal, a State, or 
a municipal government, or some other 
governmental unit created for the 
purpose. It is unnecessary for present 
purposes to consider such distinctions. 

Other things being equal, such a 
system of complete and undivided 
responsibility for management and 
operation has manifest advantages 
over the present system. The impor- 
tant question, of course, is whether 
other things are actually equal. Would 
the plan entail disadvantages which 
would offset or more than offset its 
apparent advantages? 


INDICTMENT OF GOVERNMENT 


The answer to’ this question most 
frequently voiced is in the affirmative. 
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It is urged that the government is 
bureaucratic and inefficient, lacks initi- 
ative, is often corrupt, would be con- 
trolled by political expediency rather 
than sound business principles, and 
would convert these utility services 
into mere parts of political machines. 
It is asserted that in all these respects 
government falls, and would continue 
to fall, far below the high level of pri- 
vate enterprise. If this indictment be 
true, this country must indeed be in 
a sorry pass, considering the great 
and vital functions which are already 
intrusted to the government. The 
thought occurs that even so, it might 
not be unwise to have direct public 
responsibility for these public utility 
services which enter so intimately into 
. the lives of the people. The result 
might be to create an irresistible de- 
mand for better government all along 
the line. 

But my experience with government 
and with the private companies does 
not convince me that the indictment is 
true, or in any event that it must 
needs continue to be true. Bear 
in mind that the indictment has two 
aspects. One is the deficiency of 
government in certain respects, and 
the other is the superiority of private 
enterprise in the same respects. 


Aspects or PRIVATE ENTERPRISE 


Considering the latter aspect first, 
I have known many public utility 
companies that were operated with 
enterprise and economy. I have known 
some whose finances were conducted 
soundly and conservatively. I have 
also known some that kept out of 
“politics” in the baser sense of the 
word. On the other hand, I have 
known, and so have you, many that 
were ruined by financial exploitation 
of varying degrees of atrocity. I have 
known many that were operated 
without enterprise, or wastefully. And 
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I have known many that were in 
“polities” of varying degrees of mal- 
odor, up to at least their necks. Per- 
haps the greatest danger in the case 
of private management of .public 
utilities is the danger of financial 
exploitation. That is how most of 
the great private fortunes in this field 
have been made. 

It may be urged that this threat 
has been minimized by public regula- 
tion. Unfortunately there are many 
ways of slipping out of that noose, 
and the chief of these is the holding 
company. When the full effects are 
realized of financial exploitation quite 
recently carried on through such com- 
panies in an era of general public regu- 
lation, I venture to predict that most 
of us will agree that this danger is 
still with us. Moreover, I assert 
with complete confidence that when 
such exploitation occurs, whether in 
the utility companies themselves or in 
corporate structures superimposed upon 
them, the effect is ultimately felt all 
down the line to and including both 
rates and service. 

Bear in mind, also, that private 
enterprise is not the same thing that it 
once was. There is much less genuine 
individualism. As corporations grow 
larger and the stock is widely dis- 
tributed in the hands of many small 
holders, the voice of the actual 
owners of the property grows faint and 
indistinct, and management falls into 
the hands of directors who either 
are selected by bankers or select 
themselves, and often have a most 
insignificant financial stake in the prop- 
erty. The thought occurs that possi- 
bly a President or a Governor could 
select these directors as well as they 
are now selected. Also, the situation 
presents manifest possibilities of com- 
mon, ordinary graft, and what has 
been done by certain large private 
corporations in the way of salaries and 
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bonuses suggests that these possibilities 
have not been wholly overlooked. 


Merits AnD Demerits or 
GOVERNMENT 


So far as government is concerned, 
its deficiencies are many. Certainly 
there is vast opportunity for improve- 
ment. On the other hand the experi- 
ence which I have had in government 
has been far from discouraging in this 
respect. I have served in two—the 
government of Massachusetts and the 
Government of the United States. 
From what I have observed I am per- 
suaded that if all the instances of 
enterprise, initiative, and efficiency, to 
say nothing of mere honesty, in these 
two governments were collected and 
brought to light, the publie would be 
astonished and heartened by the sum 
total. In saying this, I am leaving out 
of consideration the departments in 
‘which I have personally served. . 

Comparing the relative merits and 
demerits of government on the one 
hand and of the public utility com- 
panies on the other, I am not sure how 
‘the balance tips. But that is really 
not the important thing. Assuming 
the present superiority of private enter- 
prise and conceding the defects in the 
public service, are these. defects in- 
evitable? If government were given 
direct responsibility for the public 
functions which the utility companies 
now perform, is there anything which 
can be done to safeguard the situation 
with a view to eliminating or reducing 
the defects, and if there is, what di- 
rection should it take? It is in the 
consideration of this question that the 
great opportunity for creative thought 
and effort lies. It opens up a field 
which has hardly been touched, at least 
in this country, and I believe the 
possibilities are very great. 

Public ownership need not be com- 
' bined with public operation. It is 
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quite possible to contract for private 
management and to provide in the. 
contract such definite safeguards 
against exploitation and abuse as may 
be desired. Personally I incline to- 
ward public operation as well as owner- 
ship. But such operation need not be 
through an ordinary government de- 
partment or bureau. Instead, it can 
and I believe should be catried on, just 
as private operation is carried on, 
through the medium of a separate 
corporation, with the government as 
the stockholder. 

Not long ago I sketched out such a 
plan in an article in the St. Louis Post- 
Dispatch, not in any way as a final 
solution of the problem, but largely to 
provoke thought. I will here indicate 
some of the essentials. 


PUBLIC OPERATION THROUGH SEPARATE 
CORPORATION 


The use of such a corporation would 
make it possible to conduct the in- 
dustry separate and distinct from 
other governmental activities, on a 
self-sustaining basis and in a form 
permitting ready examination into its 
affairs, to manage it in accordance 
with honest business practice, and to 
remove it from ordinary political in- 
fluences. A board of public trustees 
appointed by the executive branch of 
the government would function as 
directors and be solely responsible for 
the management of the corporation in 
accordance with its charter powers and 


purposes. The legislative branch of 


the government would be responsible 
for the latter, but would be without 
other authority to interfere with man- 
agement, except through powers of 


investigation. In itself, the proper 


drafting of the charter would be a very 
important duty. 

The trustees would be under oath 
to manage the property with regard 
solely to economy and efficiency and 
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the provision of the best possible 
service at the lowest rates consistent 
with the full costs of the undertaking, 
including proper upkeep and the main- 
tenance of adequate depreciation and 
other necessary reserves. They would 
be strictly prohibited from appointing 
or removing employees at the behest 
of any public office holder. Plans 
could easily be shaped and adopted for 
recognizing and rewarding especial 
merit in officers and employees and for 
toning up the morale of the entire force. 

If it were thought desirable, as a 
further safeguard, provision could be 
made for the selection of a minority of 
the trustees by nonpolitical elements 
having a natural interest in sound 
operation and management. The busi- 
ness and labor interests of the com- 
munity might, for example, be so 
represented. In the case of a very large 
undertaking, more than one corpora- 
tion—possibly several—might be de- 
sirable. 


SUCCESSFUL EXAMPLES 


Details I am omitting. The plan is 
capable of a great variety of modifica- 
tions and of development along differ- 
ent lines. There is nothing original 
about it, for it is largely made up of 
ideas which have severally, and to some 
extent jointly, already been put into 
practice either in this country or 
abroad. An excellent board of public 
trustees appointed by the Governor 
of Massachusetts is now directing the 
affairs of the Boston Elevated Railway 
Company, and after twelve years of 
trial the people of the district served 
voted last year to continue the plan 
in operation. Less than a third voted 
in favor of return to private manage- 
ment. It is conceded that the com- 
pany has been kept out of politics. 

The Canadian National Railway is 
operated by a corporation with direc- 
tors appointed by the Government, and 
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has a most efficient management. 
Those who point to the deficits which 
that railroad system is now incurring 
forget the fact that it is an aggregation 
of lines, many of them built in advance 
of the development of the country, 
which experience had proved could not 
be successfully operated by private 
enterprise. They forget the extraor- 
dinary improvements in service and 
earnings under a public management 
headed by a man, Sir Henry Thornton, 
conceded to be in the front rank of 
railroad operators, who, by the way, 
is a graduate of the University of Penn- 
sylvania and got his early railroad 
training on the Pennsylvania Railroad 
system. They forget, also, the general 
depression in railroad earnings at the 
present time. 

An outstanding example in England 
is the Central Electricity Board, estab- 
lished not by a Labor but by a Con- 
servative Government. The German 
railroads, as now operated, furnish a 
further illustration, and there are many 
others. 

As an illustration of the progress of 
thought along these lines in England, I 
quote the following from a leading 
English weekly: 


The idea of public administration has 
hitherto connoted in men’s minds the idea 
of control by Parliament or by an elected 
local authority. It will, we hope and be- 
lieve, continue to involve this idea in 
matters of high policy plainly concerning 
the public interest. But we have to learn, 
as we are learning already in the case 
of the British Broadcasting Company, 
to distinguish between ultimate control 
over policy, and supervision of the affairs 
of day-to-day administration. We have 
to learn that, if we are to manage public 
services efficiently, we shall have to leave 
their administrators to get on with the job, 
reserving the right to criticize, and to re- 
place them if they bungle, but leaving them 
free, over a wide field, to settle current 
questions on their own responsibility. 


118 


ÅDEQUATE PLAN Is Possrsie 


For the financial overlords of our 
railroads and public utility companies 
I have no particular admiration. For 
many of the men who are in direct 
charge of operation, however, I have 
the utmost respect. Given a plan 
for the public operation of these in- 
dustries which will give the managers a 
degree of autonomy somewhat com- 
parable to that existing in private in- 
dustry and which will protect them 
against continual petty and political 
influence, I am confident that no diffi- 
culty would be experienced in obtaining 
the services as executives of men of the 
highest ability and character. The 
great business executives of the present 
day neither own nor control the prop- 
erties which they manage. They must 
all serve somebody, and given a fair 
chance, I have little doubt that many 
of them would prefer to serve their 
country or their state or their city 
rather than to serve purely private 
imterests and profit. 

That such conditions of public own- 
ership and operation can be established, 
_ I thoroughly believe. The plan which 
I have outlined, in a very general way, 
may not be the right one, but an ade- 
quate plan can be developed if suffi- 
cient brain power is concentrated upon 
it. It is to that end that thought 
should be directed. Needless to say, 
however, the wisdom of such a plan 
in the case of any particular gov- 
ernment—and J have municipalities 
particularly in mind—might be af- 
fected by the existing character and 
stage of development of that govern- 
ment. 

This paper must perforce be brief. 
The subject is such that it could be 
expanded almost indefinitely. There 
are some points that I should like to 
have expanded. Some day I hope to 
say something about the development 
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of efficiency in the public service gener- 
ally, regardless of whether it is broad- 
ened to include these utility services. 
The astonishing thing is that so much 
efficieney may be found when so little 
thought has been given to ways and 
means of developing it. If time per- 
mitted, I should also be glad to correct 
certain misapprehensions concerning 
the United States Railroad Administra- 
tion during the war period, who ran 
it, what it accomplished, and what 
lessons it taught. I had opportuni- 
ties for close observation of all these 
matters. 

Let me in closing say, what it is 
hardly necessary to suggest, that no 
system of operating utilities can be 
made perfect, whether it be private or 
public. There always will be defects 
and room for improvement. The im- 
portant thing is to find the system 
which is potentially the best. It will 
be found, I believe, somewhere in the 
general direction of public ownership 
and operation. But even if the im- 
mediate defects of such a system of 
ownership and operation should prove 
greater than I anticipate, that alone 
would not completely condemn it. 
There are impressive reasons for believ- 
ing that it is desirable for government 
to assume direct responsibility for all 
functions which are conceded to be of 
a public character. Not only is such 
a course the only one consistent with a 
due regard for the dignity of govern- 
ment, but the moment that important 
public functions are delegated to pri- 
vate enterprise, powerful bodies of 
men are created having a direct per- 
sonal and financial stake in govern- 
ment, and hence having an incentive 
to meddle with it and shape its policies, 
if they can, to fit their own selfish ends. 
Such influences operating upon govern- 
ment in one way or another are one of 
the important reasons, I believe, for its ` 
present defects. 


A PLAN ror PUBLIC OWNERSHIP AND OPERATION 


Tue Imrecune Motive 


One final word. It is a tenet held by 
many that the desire for financial gain 
is the only motive which will impel 
men to their best endeavors. I chal- 
lenge that tenet whole-heartedly. I 
was brought up in a minister’s family; I 
have enjoyed the friendship of doctors, 
school teachers, and professors; and I 
have had some opportunity to observe 
men in public life, as well as many en- 
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gaged in business. My very profound 
belief is that the best things which have 
been done in the world have been im- 
pelled by higher motives than the de- 
sire for financial gain, that these higher 
motives have an influence much more 
widespread than is commonly supposed, 
and that the desire for gain, while it 
may cause people to engage in certain 
valuable endeavors, rarely, if ever, 
brings into play the best and most 
worthy impulses. 


Hon. Joseph B. Eastman has been a member of the 
Interstate Commerce Commission since 1919. Before 
his appointment to this body he was for several years 
Secretary of the Public Franchise League of Boston, 
Massachusetts, and later a member of the Massachusetis 


Publie Service Commission. 


A Defense of Private Ownership 


By SAMUEL FERGUSON 


HERE exist two fundamentally 
differently principles between which 


we must choose for the future manage- . 


ment and development of our supply 
of electric service—namely, govern- 
mental and private—although there 
are several minor variations of each, 
such as government ownership with an 
effort toward private management, 
and private ownership with a regula- 
tion so detailed and comprehensive 
thatit isin effect governmental manage- 
ment. 

In foreign countries and until re- 
cently in this country government 
ownership has been advocated wholly 
on the ground of economy and the 
elimination of private profits from a 
publie necessity; but today the ques- 
tion is becoming more political than 
economic. The development of the 
art more and more causes electric 
systems to be connected together and 
thus to cover broad stretches of the 
country; and tbis it is which lends color 
in the minds of some to Governor 
Pinchot’s cry “that a monster is being 
created which if not subdued in its 
infancy will eventually crush the public 
with its might.” 

It has gradually become evident that 
the different power plants of adjoining 
companies cannot any longer be re- 

‘garded as wholly separate operating 
units. They must work together as 
nation-wide codperative regional sys- 
tems if they are to deliver and sell their 
product most economically. 

Any governmental body is naturally 
inclined to be jealous of a nation-wide 
system which it does not itself create 
and control. This jealousy has been 
heightened by the unfortunate name 
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chosen to describe the new develop- 
ment. The word “super-power” is 
not calculated to allay prejudice and 
suspicion, and under such circum- 
stances the question of public versus 
private ownership tends to become one 
of sentiment and politics rather than of 
business. 


DEVELOPMENT or NATURAL 
RESOURCES 


Another reason for such sentiment 
for government ownership as today 
exists is the undue emphasis which 
politicians are placing upon the use of 
water power, which is the source of 
less than ten per cent of the primary 
power of the country, and can never be 
expected to assume much greater 
proportion to the total, though of 
course in some particular localities it is 
relatively more important. However, 
private companies which use water for 
the generation of power appear to 
many people to be obtaining their 
power at public expense to the extent 
that they have been given the use of a 
natural resource. 

The general public does not under- 
stand how much capital, labor, and in- 
telligence are needed before water 
power can be made available for use. 
It forgets that falling water is in itself 
useless and becomes of value only 
when combined with capital, brains, 
and labor. It is, however, more 
spectacular and appeals more to the 
imagination when dropping from a 
height and thus making power directly 
available, than when, lower down in its 
course to the sea, it makes a great 
steam plant possible by furnishing the 
volume of condensing water which is as 
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essential to the economic generation 
of steam power as is the coal itself. 
I wonder how many of those who rail at 
the private development of certain 
spots on our rivers for hydro plants 
realize that the same natural resource 
in other spots is just as essential to the 
development of private steam plants— 
that five hundred tons of water are 
necessary for each ton of coal burned, 
and that in eastern New York and 
New England the only streams with 
sufficient water to support a modern 
steam plant are the Hudson, the 
Connecticut, and the Merrimac. 

Apropos of the value of water before 
it has been developed and delivered in 
useful form, the old story told of the 
late Eli Whitney, who was President of 
the New Haven Water Company, is 
very applicable: One day there was 
brought into his office a complaining 
customer whom none of his subordi- 
nates had been able to satisfy. Mr. 
Whitney asked him to relate his griev- 
ance, which was to the effect that it 
was an outrage for him to be charged 
$12 for water when the water, which 
was the free gift of the Lord to all, had 
been monopolized by the water com- 
pany. Mr. Whitney replied that there 
seemed to be considerable justice in his 
claim to an equal share in this free gift 
of the Lord, and that he would correct 
the situation immediately. So he 
reached for his pad and wrote the fol- 
lowing order to the superintendent: 
“On and after this date, Mr. Smith is 
to be allowed his water without any 
charge whatsoever whenever he wishes 
to fill his pail at the reservoir.” 

It is the same with many of the free 
gifts of the Lord to man. They are of 
no service to man until made so by the 
application of ingenuity, labor, and 
capital; therefore, the question at issue 
can be restated economically rather 
than politically, as follows: “How can 
the great forces of Nature be made 
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to render the maximum of good to 
mankind?” Government ownership 
and private ownership are only the 
expression of two different classes of 
thought as to how the maximum bene- 
fit can be obtained. 

Of course, there is a great quantity 
of smoke raised which hides the real 
issue. Many private ownership advo- 
cates see in government ownership 
nothing but the desire for political 
patronage, and on the other hand, 
private ownership advocates are often 
accused of a sole desire to exploit and 
prey upon the necessities of the public 
in the pursuit of exorbitant profits. 
T think we should stick to the economies 
of the situation and overlook all such 
mutual recriminations, although admit- 
ting frankly that specific instances on 
both sides can be found with sufficient 
frequency to damn or prove, appar- 
ently, either proposition. On this 
account, and because I remember 
being taught at college in our course in 
logic that while we might argue from 
the “general to the particular,” it was 
very fallacious to reverse the process, I 
will try to avoid the use of any specific 
horrible examples. 


Tue Prostem ANALYZED 


The late President Hadley of Yale, 
in an address on this subject to the 
World Power Conference, makes an 
interesting analysis of the problem. 
He states: 


Industries are of two kinds—the “stand- 
ardized” and the “progressive.” In the 
standardized type, of which the post office 
or municipal water supply are examples, a 
large part of the management is a matter of 
routine only. Honest administration and 
faithful performance of services are the all- 
important conditions. The capitalinvested 
is either small in proportion to the year’s 
business, as in the post office, or subject to 
easily calculated depreciation charges as in 
the water supply. The necessity rarely 
arises for making radical changes of method 
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to keep abreast of the times, or for scrapping 
the plant before it is worn out on account 
of new inventions which have rendered it 
obsolete. In the progressive industries all 
these conditions are reversed. Success 
depends upon something more than the 
proper performance of routine duties. The 
amount of capital is large. Depreciation is 
an unknown factor. New inventions and 
new methods often render a plant obsolete 
long before it is worn out. The year’s 
budget does not and cannot accurately re- 
flect the year’s actual conditions. A delay 
in scrapping a group of machines which 
modern improvements have put out of date 
may convert a real loss into an apparent 
profit, or a successful experiment which is 
going to be highly profitable in the long run 
may create a present loss to be repaid in the 
profit of future years. The history of 
state-owned industries in the nineteenth 
century shows that the government has 
been fairly successful with standardized 
industries, and habitually unsuccessful with 
progressive ones, such as the railroad and 
telephone, and that the difference is particu- 
larly marked where the administration is 
under the control of a legislative body. 


In the public utility business today 
the fact is generally recognized that 
the public is the employer who hires 
capital, brains, and labor to perform an 
essential service to the community, 
and that this is equally true of both 
municipal and private systems; and 
further, that in return for a monopoly 
of such service, the public reserves to 
itself the right to specify the wages to 
be given to capital, brains, and labor, 
under the promise that the wages of 
each shall be fair. The minimum 
wage to capital is protected by the 
provision of the Constitution, which 
guarantees that private property shall 
not be appropriated to publie use 
without just compensation. 

Unfortunately, in the past, all part- 
ies at interest have at various times 
forgotten the equities of the bargain 
and have tried to take advantage of 
specific situations to obtain more than 
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their proper share: capital, by endeav- 
oring to represent as existing a larger 
contribution than has actually been 
devoted to public use, as for instance, 
by the issue of stocks and bonds in 
greater amount than is represented by 
the value of the property; labor, by 
holding out for unreasonable wages and 
working conditions under the threat of 
suspension of an essential service, as 
when Congress, under the open com- 
pulsion of labor leaders, passed the 
Adamson. bill; and the public, when it 
tries to obtain service at a price which 
does not allow fair wages to capital and 
labor, as for instance, when through 
the medium of legislative bodies it 
establishes rates for service which are 
unduly low. 


Tur Socrauistic Virw 


Fortunately, at this date the equities 
of the situation are fairly generally 
recognized, and an impartial investiga- 
tion of the facts usually satisfactorily 
settles any difference of opinion be- 
tween the parties, so that the regulation 
of utilities by the state results in sub- 
stantial justice to all. You will note 
that I said satisfactory to the parties at 
interest. Unfortunately, such impar- 
tial investigation and decision is very 
unsatisfactory to the stormy petrels 
who desire to fan popular discontent, 
either for their own possible political 
advantage or to further the objective 
of the nationalization of industries so 
dear to all socialistic hearts. Hence 
the ery that regulation has broken 
down, whenever a commission, in the 
performance of its duty to protect the 
public as to quality of service as well as 
price, may decide that some certain 
amount of revenue should be received 
by the utility; and the same cry would 
be raised by these self-appointed 
champions of society whatever short 
of total confiscation should be the 
decision. Wise politicians usually are 
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careful to disclaim any public owner- 
ship views, as the latter opinion is held 
by too few to help with votes, but their 
efforts are none the less effective in 
adding to the numbers of those who 
believe in a socialized society. The 
latter are honest in their beliefs and 
feel that utility service can better, more 
cheaply, and more equitably be sup- 
plied by municipal service, because: 
(1) capital can be obtained more 
cheaply if profits are eliminated; (2) 
the burden of taxes will be removed; 
(3) excessive salaries will no longer be 
paid; and (4) social benefits will be 
obtained. 

These claims in no way conflict with 
my premise to the effect that the public 
is the employer who hires capital and 
labor to perform an essential serv- 
ice, but only represent one view as 
to how best to engage their services; 
and we must admit at the outset that 
unless these factors are outweighed 
either by greater advantages of private 
ownership or by corresponding dis- 
advantages of government operation 
or both, they constitute a prima-tacie 
case in favor of government ownership. 
It is desirable, therefore, to weigh each 
of these times and have clearly in 
mind the order of magnitude of each, 


Cost or CAPITAL 


It is obvious, since cost of capital is 
an item which must be included in 
price of service, that the latter can be 
less, other things being equal, with a 
service financed with 414 per cent city 
bonds than with one financed with 
securities carrying higher interest and 
dividend rates, but the amount of the 
difference is greatly over-emphasized. 
Only the other day in a public attack on 
one of the companies which I operate, 
the self-appointed friend of the people 
fallaciously claimed that because the 
dividends were 12 per cent, I was charg- 
ing the public twice as much as was 
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necessary to produce a legitimate re- 
turn of six per cent. 

How far from the truth are such rosy 
estimates of the effect of low capital 
costs on the average cost per kilowatt 
hour can be seen from the records of 
The Hartford Electric Light Company, 
which has outstanding in the hands of 
the public as liabilities only common 
stock on which liberal dividends are 
paid. These dividends represent an 
item of cost amounting to 7/10 of a 
cent per kilowatt hour, which is, of 
course, covered in the prices charged 
for electric service. If, on the other 
hand, our property were wholly built 
with the proceeds from the sale of 414 
per cent municipal bonds, this item of 
cost would amount to the smaller sum 
of 3/10 of a cent per kilowatt hour, and 
the price could be reduced by the 
amount of the difference; that is to 
say, the average price per kilowatt 
hour could be 2/5 of a cent less. This 
is the total economic gain to be de- 
rived from the elimination of profits. 

If those of us who are associated in 
the development of the business could 
not, under the stimulus of prospective 
rewards to ourselves and our stock- 
holders, save this small amount many 
times over for the public, I should not 
feel that we were earning the salaries 
paid us. Of course, if this reduction in 
cost were to be applied to a single 
class of customers, the gain to that 
favored class would be greater. This 
supposition I will discuss under the 
head of social benefits. 

The above-mentioned possible reduc- 
tion in average price of 2/5 of a cent 
is the extreme case, where the company 
is entirely financed with common stock 
on which liberal dividends are paid. 
In the more usual case of companies 
financed in part by bonds, the possible 
reduction through municipal financing 
would, of course, be considerably less. 

The point I make is that the burden 
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of profits is not so great that its removal 
would materially affect the price which 
you and I pay for service; and yet 
Heaven echoes with cries concerning 
the grinding of the public for the sake 


of making excessive profits for ‘the ' 


Power Trust, which in turn lead many 
to believe that the sanction of the 
“profit motif” in utility service is too 
costly a method for society to permit 
to continue. 


Tue Burban or TAXATION 


There is no need for me to elaborate 
on the fact that the removal of taxes is 
no real gain to the public. It is ob- 
vious that so long as governmental 
expenditures continue, the funds to 
defray the same’ must be collected, 
and that whatever the public might 
save in the price of utility services by 
the elimination of taxes from the cost 
of such services must be paid by them 
directly. In general, the tax item 
amounts today to approximately 10 
per cent of the revenue of private 
electric companies, and its elimination 
in the case of municipal plants only 
results to the public in a revision of the 
methods of collecting the same amount 
of money by various governmental 
agencies. 


Excessive SALARIES 


When the man on the street sees 
large salaries paid to utility executives 
for the performance of what seem to 
him to be relatively simple duties, it is 
only natural for him to feel that he is 
being burdened to pay them; but this 
is only a matter of judgment. The 
truth of the situation is that such 
salaries are too large only provided the 


same results can be obtained at a lower ` 


cost. They can be so obtained in those 
cases where the acts of equally capable 
individuals are guided by a strongly 
developed “service motif”; and if in 
all humanity the “service motif” 
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were equally as strong 4 propelling 
force as the “profit motif,” there would 
be no need to pay many times more 
than is paid to the heads of our govern- 
mental agencies to obtain the services 
of those who have been responsible for 
the amazing development of electricity 
in the last twenty years. The price 
may look large, but who can say that 
the same benefits which are today 
enjoyed by the public could have been 
obtained by dependence on the “serv- 
ice motif” for progress? 

We must accept human nature as it 
is rather than as we might wish it to be, 
and of all known stimulants to human 
endeavor, the hope of reward is the 
greatest. Ido not mean that there do 
not exist noble souls to whom “service” 
means more than reward; but m spite 
of many notable instances, and in spite 
of the great gain humanity receives 
from their isolated efforts and example, 
they are too few and far between for us 
to dare to gambleall our hopes of future 
progress upon finding such men in 
sufficient numbers, rather than to stick 
to the well-proven results that have 
come from the efforts of those actuated 
in part, at least, by the hope of 
reward. 

Contrast the telephone service here 
and abroad, and while the profits of 
the telephone company in this country 
may excite your resentment, at least 
you will grant that these profits have 
not stood in the way of far better public 
service than has been accomplished in 
foreign countries where almost uni- 
versally the “service motif,” small 
salaries, and no profits have been de- 
pended upon, under government own- 
ership, to obtain results. 


Soctau Benerits 


Here, if it is assumed that it is proper 
and desirable to improve social con- 
ditions by indirect assessments, mu- 
nicipal operation has the advantage, 
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provided it be directed by men of 
exceptional vision and ability. 

In private operation it is neither 
possible nor legal for those responsible 
for rendering service to all classes of 
the public to discriminate and, in order 
to benefit one branch of society by 
service below cost, knowingly to assess 
the deficit upon other classes, even 
though, for instance, city congestion 
might be relieved by means of lower 
prices granted to rural areas. While 
such redistribution of burdens is a 
principle very dear to the hearts of 
many Socialists, the American sense of 
Justice is such that very little is heard 
of this most obvious feature which 
municipal operation makes practicable. 
Where practiced it is not advertised, and 
in fact in one of the most prominent 
governmental operations it is specifi- 
cally prohibited by the law which 
authorizes service “at cost.” I refer 
to the very wonderful and beneficial 
concept and performance of the Ontario 
Hydro Commission under the guidance 
of the late Sir Adam Beck. 

Sir Adam Beck was a man of great 
vision, who clearly saw the great benefit 
which the Province would derive from 
the wholesale development and distri- 
bution of the tremendous resources of 
Niagara. He also clearly saw the 
difficulties of the undertaking and the 
need for continuing appropriations of 
millions and yet more millions, and 
that if these appropriations were to 
fail, the plan would be doomed. So he 
safeguarded the appropriations in the 
only way it could be done, that is, by 
making the prices which directly 
touched the pocketbooks of the voters 
very low, namely, domestic prices. 
He was able to do this on account of his 
ability to make up the deficits from the 
payments of the manufacturers for 
their power supply. This was possible 
only because the unique combination 
of Niagara water with the high price 


of coal enabled him to make a large 
profit from industrial power sold at 
prices which were not high, compared 
either to their individual plant costs or 
to prices in the United States quoted 
by fuel-operated plants. Whether his 
operation as a whole has complied with 
the provision for “service at cost” is a 
matter of dispute regarding which at 
this time I propose to give him the 
benefit of the doubt, but the records of 
the Commission itself show conclu- 
sively that the domestic business as a 
class has for years been conducted at a 
material loss. 


Tas ONTARIO EXAMPLE 


As a specific example, look at the 
typical town of St. Catherine, for which 
I happen to have data. In 1916 the 
average revenue per domestic con- 
sumer was $8 per annum, while in 
1930 it had increased to $26.30. The 
number of kilowatt hours used by 
each customer had increased to an 
even greater extent, but inasmuch as 
the energy was from water rather than 
from coal, the cost of producing the 
greater amount of energy used in 1930 
had not changed, to any great extent, 
from the cost involved in serving him 
in 1916; and as ah offset to the higher 
present-day costs of the construction 
of new lines, the number of customers 
per mile had greatly increased, with a 
consequent reduction in the investment 
cost per customer. 

Now I am not arguing whether $8 
was less than cost, or whether $26 is 
more than cost; my point is simply 
that two such divergent figures can- 
not both represent “cost.” It is my 
personal opinion that $26 more nearly 
represents the cost, and that fourteen 
years of deficits while the bills were 
growing from $8 to $26 were made up 
from elsewhere. It is my helief that in 
this case the end justified the means, 
and I offer not a word of criticism of 
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Sir Adam and his methods. In fact, I 
look upon the outcome as a justification 
of the use of municipal ownership to 
accomplish a specific end which at the 
time was in advance of the utmost that 
could be proposed by the multitude 
of small, unmerged private companies 
then existing in Ontario. It has been a 
glorious accomplishment achieved by a 
man stimulated largely by the “service 
motif,” through an intelligent use of 
exceptional natural resources, and safe- 
guarded from interference by giving to 
the voters beforehand the benefits he 
knew could be made to accrue at the 
end of fifteen years of hard work. 

When Ontario is cited as a proof of 
the desirability of municipal owner- 
ship, I never belittle the accomplish- 
ment. All I object to is the unfair 
statement which we hear and see 
broadcast over the country, that the 
fact that domestic prices are so much 
lower in Ontario than elsewhere is a 
proof that excess profits are being col- 
lected from this class of business 
under private ownership. And I ob- 
ject to it the more because I know that 
my customers who use electricity for 
all desirable purposes in their homes 
pay no more than they would in 
Ontario, except for an item of about 
one cent per kilowatt hour to cover the 
fuel and taxes which enter into costs 
here but not there; and because I 
know that domestic customers in 
Ontario, even if they are not served 
much below cost now that they pay 
$26 a year, were served far below cost 
for the many years it took for their bills 
to grow from $8 to $26 per year. 

Any private company could simi- 
larly stimulate the domestic business 
and give the same amount of service if 
some good Santa’ Claus could be found 
to shoulder the deficits during the 
development period. This is, however, 
a tool available only to municipal un- 
dertakings, and I wonder that more 
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stress is not laid upon it and its possible 
usefulness by the conscientious advo- 
cates of government ownership. 


HANDICAP or GOVERNMENT 
OWNERSHIP 


I hope I have fairly stated the four 
principal economic advantages urged 
for municipal operation, and shown the 
utmost which could be expected even 
under ideal conditions. The gains 
would seem to be so small that even a 
slight amount of inefficiency or short- 
sightedness would wipe them out. I 
pay many men more than the mayor of 
the city receives, because of their value 
to the company and to the public in 
making progress; but such procedure 
would be impossible in a department of 
the city, and, as a department of the 
city, the pay roll would be burdened 
with those who must be taken care of 
for political reasons, or else the service 
would suffer the equal evil of Civil 
Service restrictions. 

The latter reminds me of a debate on 
this subject at a colored gathering. 
The argument which had the greatest 
appeal was that under government 
ownership there would be no longer 
any obstacle to members of the colored 
race filling any position in the organi- 
zation for which they were able to pass 
the Civil Service examination. The 
fact that owing to existing prejudice, if 
you like to call it such, the associates 
of the successful applicant would of 
necessity be of poorer grade did not 
seem to bear any weight. 

In his remarkable work on The State 
in its Relation to Trade, Lord Farrar, 
for many years permanent Secretary to 
the British Board of Trade, has shown 
the folly of attempting to reduce rates 
by limiting profits. The laws con- 
trolling the gas companies of England 
were based on this idea, but the oppo- 
site effect from that intended was ob- 
tained. They prevented reductions 


A DEFENSE or PRIVATE OWNERSHIP 


because they took away the motive for 
reduction, as there no longer existed 
the necessary stimulus for incurring the 
risk of new methods which would, if 
successful, lower cost and increase sales. 

This disability which was imposed 
upon the gas works of England in the 
last century, many are now trying to 
impose upon the utilities of this coun- 
try today, and it represents a chronic 
condition in government-owned in- 
dustries which profess to operate at 
cost. Those in charge have neither the 
motive nor the means to handle pro- 
gressive industries by new methods on 
either the operating or the commercial 
side. If utilites are owned privately 
there is the opportunity to try experi- 
ments at the risk of private capital 
under the stimulus of possible reward, 
while such use of taxpayers’ money 
would be wholly improper. 

It was in 1914 that the voice was 
first transmitted across the Atlantic, 
but fourteen years of concentrated 
research effort subsequently were re- 
quired before transatlantic service 
became an accomplished fact. The 
laboratories of the American Telephone 
and Telegraph Company employed 
large numbers of the best scientists 
available, and required the expenditure 
of about thirteen million dollars each 
year to achieve success. Without the 
accumulaton of profits, where could 
such amounts of money have been ob- 
tained for the purpose of promoting 
progress? Certainly it would be im- 
proper to apply large sums of taxpayers’ 
money to such necessary work as the 
study of the constitution of the atom; 
nor can we conceive of Congress’ mak- 
ing appropriations greater in amount 
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than the cost of Muscle Shoals, over 
which there is such a furor; nor could 
the money be obtained by popular 
subscription; but such research is a 
very proper use to make of profits in 
the hope of a future reward in the 
shape of increased earnings to be de- 
rived from a wider sphere of usefulness. 


VALUE oF INCENTIVE To EFFORT 


Time is too short to cite illustrations 
of the great benefit to the public of 
occasional big profits made by the in- 
dividual. For every man who cashes 
in on a prize there are a hundred 
thousand who give their best efforts in 
the hope that they will be similarly 
fortunate; from their efforts mankind 
benefits, but if the hope of profit is 
removed, the art will tend to become 
stationary at its present state of 
development, We are all, in the final 
analysis, much like the donkey that 
made fine speed in order to reach the 
carrots tied just in front of his nose, and 
no matter how rosy other methods 
may seem, we must go very slowly in 
substituting anything for the well- 
tried vehicle which has carried us to the 
present amazing state of development 
and social well-being. 

The final thought I wish to leave 
with you is that there are benefits to 
mankind to be derived from the maxi- 
dium of human endeavor, stimulated 
by the hope of reward. It may ap- 
propriately be summed up by the old 
adage, “Don’t kill the goose that lays 
the golden eggs”; or possibly modified 
to be a warning to wait at least until 
the present prolific stream of golden 
eggs shows symptoms, not yet discern- 
ible, of drying up. 


Mr. Samuel Ferguson is president of the Hartford 
Electric Light Company of Hartford, Connecticut. 


Ownership and Regulation of Electric Utilities in 
Great Britain 


By Orren C. Hormenn 


HE controversy over private ver- 

sus public ownership of electricity 
no longer stirs the British public. 
The problem has been solved, tempo- 
rarily at least, by a typically British 
compromise which recognizes that each 
type of ownership has a legitimate 
place in a national plan of electrical 
development. 

At the conclusion of the World War, 
the British public became convinced 
that the electrical industry was a factor 
of overwhelming importance in the 
economic and social life of the Nation. 
It believed that the development of the 
electrical industry upon broad na- 
tional lines was essential for national 
industrial rehabilitation and for regain- 
ing a favorable British position in in- 
dustrial competition and international 
trade. At the same time it was gener- 
ally realized that the electrical industry 
under its then existing organization and 
legal limitations was entirely incompe- 
tent to assume the desired leadership 
in the postwar national rehabilitation. 

Electricity was being generated and 
distributed through an enormously 
complicated mass of individual under- 
takings, each supplying a single area, 
each ‘with its monopolistic rights and 
special privileges, with no connection 
between areas, and with no national 
codrdinating agencies, either public or 
private, capable of formulating or di- 
recting a national policy. In a great 
majority of instances the generating 
stations were small, isolated, and un- 
economical.! 


1 As Jate as March 1926, statistics showed that 
there were 584 stations generating electricity. 
Out of these, 43.8 per cent generated less than 
1,000,000 kwh. during the year, and 73.2 per 


Electricity was generated and dis- 
tributed mainly by “authorized under- 
takers”? operating under powers 
granted by the original Electric Light- 
ing Act of 1882, by subsequent public 
acts, and by numerous special acts 
and provisional orders. These earlier 
acts, which were the basis for the de- 
velopment of the electric industry, 
were enacted when the industry was 
purely local.* Such legislation, through 
monopoly grants, limited areas of 
supply, and vexatious regulations rela- 
tive to way-leaves, overhead wires, and 
so forth, “restricted the proper expan- 
sion of the supply industry . . . and 
had all the defects of state interference 
without effective control.” Under 
these laws, in the field of both public 
and private ownership, there arose a 
“formidable body of vested interests” 
which until recently was able to block 
the adoption of a cotrdinated and inte- 
grated national system in the electric 
industry. 


REcASTING THE SYSTEM 
Soon after the close of the War, a 
movement was well under way to free 


cent generated less than 10,000,000 ‘kwh. 
“Their load factor in most instances was un- 
reasonably low, often no higher than 25 per cent, 
that is not more than one fourth of the plant 
working at full capacity.” See Supplement to Na- 
TIONAL Mounicipan Revinw, June 1928, p. 367. 

2 The term “undertaker” is used in British 
law to connote a body having statutory author- 
ity to engage in the industry. It applies alike to 
private and to public bodies. 

3 See Electric Lighting Acts of 1888, 1899 and 
1909. 

4See author’s article in Supplement to the Na- 
TIONAL Mounicrpau Review, June 1928, p. 366. 

ë Williamson Report, 1918, p. 5. 

ë Beama Publishing Department, The Electric 
Industry of Greai Britain, 1929, p. 13. 
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ELECTRIC UTILITIES IN Great BRITAIN 


the industry from the strangling in- 
fluences of the existing order. Leaders 
in Parliament turned their attention to 
“economic preparedness” and national 
industrial rehabilitation. Urged on by 
the leaders in national industries such 
as steel and chemicals, manufacturers 
of electrical equipment, electrical en- 
gineers both in public and private 
undertakings, and the municipal offi- 
cials in the larger progressive cities, the 
Government decided upon a scheme 
for national coördination of generation 
and main-line transmission of electric 
energy. Public sentiment, in the face 
of the postwar industrial crisis, de- 
manded that the Government should 
disregard alike the laissez faire indi- 
vidualism of the private electricity 
undertakers seeking to increase the 
dividends, the ambitions of the small 
town politicians seeking to pay general 
municipal expenses from earnings of 
the municipal plants, and the desire of 
stock speculators to have a free hand 
in manipulating the stock of electrical 
companies. 

The first Parliamentary attempt? 
to break with the past and recast the 
electricity system in the interests of 
nation-wide industry was a practical 
failure, due to the elimination of the 
compulsory provisions. These pro- 
visions were struck out by the House 
of Lords infuenced perhaps by. private 
electricity companies. The compul- 
sory codrdinating provisions recom- 
mended by the Williamson committee 
were set aside for voluntary or optional 
provisions. 
ministrative body, Electricity Com- 
missioners, however, provided a central 
clearing house for the collection of 
indispensable informational statistics, 
and also provided a somewhat more 
effective regulative agency. 

The failure of the publicly owned 
and the privately owned undertakings 

7 Electricity (Supply) Act, 1919. 


The creation of the ad-' 
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to codperate for the creation of regional 
schemes of generation and transmission 
led Parliament to pass the epoch-mak- 
ing Act of 1926. Local and narrow 
economie interests must be subor- 
dinated to national interests, the 
Government decided. ‘‘Economic pre- 
paredness”’ was to be attained through 
the establishment of a national scheme 
of generation and transmission. To 
this end, 


the generation of electricity with its main 
transmission was taken out of the hands of 
individual authorized undertakers and 
placed under the control of a national board 
of technical and commercial experts (Cen- 
tral Electricity Board) whose duty it is to 
envisage the problems of electricity supply 
purely as to national requirements and for 
the benefit of the community as a whole, 
the ultimate intention bemg to provide, 
at least in each regional area, an ample and 
economic supply at an equated rate that 
will give to all undertakers in the pur- 
chase of electrical energy an equality of 
opportunity never previously thaught pos- 
sible.8 


The purpose is to provide to the 
distributing undertakers, and through 
them to the ultimate consumers, an 
abundant supply of energy generated 
and transmitted with the maximum 
economies, to the end that the cost of 
electricity may be sufficiently low to 
put British industry back upon a 
proper competitive footing and give 
the British householder an abundant 
supply for all his needs at an “economic 
price.””? 


BENEFITS or THE NATIONAL SCHEME 


The future benefits of the national 
scheme are glowingly pictured by the 


8 World Power, Sept. 1931, pp. 204, 207. 

® British writers evidently use the term “eco- 
nomic price” to indicate a reasonable price, fair 
alike to the consumer and the producer, but 
especially a price low enough to encourage the 
extensive use of the commodity. 


t 
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British Electrical and Allied Manu- 
facturers Association as follows: 


One can see in the future an entire na- 
tional economic and social organization 
based on electrical power. ‘ Large central 
stations interconnected by overhead main 
transmission lines will bring rivers of energy 
from one reservoir to another, electricity 


' will be produced in enormous volume, the 


great power-consuming industries will feed 
their surplus into the national system and 
tap it, in turn, at certain periods when 
manufacturing activity causes .an excess 
demand for motive power. The great in- 
dustrial centres will maintain in constant 
production an intricate and highly elaborate 
world of factories and workshops, while 
small tradesmen and rural artificers will 
again be active in producing commodities 
of value and beauty sufficient to bring 
prosperity back again to country town- 
ships, rural districts, and isolated market 
towns. Suburban electrification will im- 
prove the transport difficulties in the densely 
populated areas, while the electrification 
„of the main lines will accelerate the trans- 
‘port of industrial products and allow the 
manufacturer to carry out that ideal of 
service to the consumer which has always 
formed a part of the American gospel of 
prosperity. The household, as a result of 
Improved economic conditions, will be 
changed and beautified through the use of 
electricity. One can see the entire na- 
tional economic and social organization 
living and moving as part of a new and 
higher civilization brought into being by 
electricity, and the possibility of realizing 
such a consummation gives a purpose and 
an energy to the power industries such as 
to no other industry or group of industries 
in the past.2° 


Private AND Postic INDUSTRIES IN 
NATIONAL SCHEME 


. It is the purpose of this paper to 
point out the relation of both private 
and public ownership in the electrical 


10 The Economic and Statistical Department 
of the British Electrical and Allied Manufactur- 
ers Association: Electrical Industry of Grent 
Britain, 1929, p. 180. 7 


field to the national scheme inaugurated 


. by the Electricity (Supply) Act of 1926, 


and subsequent acts and administra- 
tive orders. 

The policy of the Government since 
1926 has been not so much to reconcile 
the conflicting and antagonistic inter- 
ests of the publicly owned and the 
privately owned undertakings (al- 
though this has been accomplished to a 
considerable degree) but rather to 
subordinate both to a national scheme 
of generation and main transmission, 
and subject both to a much more ef- 
fective national regulation. At the 
same time many of the retarding legal 
handicaps have been removed and the 
position of existing enterprises, both 
public and private, have been safe- 
guarded. The British public seems 
convinced that “the time has gone 
when either private or public trading 
could be defended by reference to 
abstract principles.” The principle 
of Limited profits.in both publie and 
private ownership is generally accepted. 
‘The national scheme, to be successful, 
must result in handing on the profits to 
the consumers in the form of lower 
charges rather than to the local tax- 
payers, many of whom do not at pres- 
ent use current, or to the owners of 
stock in the joint stock companies, 
whose just share of the profit is limited 
to a fair return on the capital invested. 

The British public is opposed to 
state operation of utilities, but at the 
same time, in general, it approves of 
the municipalization of local services. 
Public ownership in the form of the 
large municipally owned electrical 
utilities, and private ownership in the 
form of vast power companies, hold 
such a well-established position in 
the industrial and social order that the 
Government necessarily recognized 
that a place for both must be retained 
in any plan for future development. 

Municipal Journal, April 24, 1981. 
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The Government therefore is attempt- 
ing to find a happy mean between 
laissez faire individualism and state 
socialism. ' 

The relative position of the publicly 
owned and the privately owned electric 
utilities may be seen from the following 
statistics. The electric undertakings 
under public and private ownership, 
not including the Central Electricity 
Board, March 81, 1930 were: 


Joint Electricity Industries. ....... 3 
Joint Boards (representing Local 
Authorities) ............cc eee eee 5 


Local Authorities... ..........0006 385 
Total publicly owned............ 393 
Privately owned Industries. ........ 267 
Total Electricity Industries...... 660 


From the above statistics it appears 
that 60 per cent of the electricity under- 
takings are publicly owned. 

Slightly more than 62 per cent of the 
electricity sold to consumers by au- 
thorized undertakers in Great Britain 
was sold by the Local Authority under- 
takers, and less than 38 per cent, by 
company undertakers.“ Turning our 
attention to the generating plants 
sanctioned by the Electricity Com- 
mission during the first ten years of its 
administration, we find that 58.7 
per cent was for stations publicly 
owned, and 33.3 per cent for stations 
owned by company undertakers. The 
remaining 8 per cent was for railroad 
and tramway generating stations and 
nonstatutory undertakings.“ , 

The predominance of the munici- 
pally owned electric undertakings in 
Great Britain is due largely, first, to 
the fact that the municipalities entered 
the field in the early days of electrical 


2 The Electricity Commission, Tenth Annual 
Report, p. 9. 

B Ibid., p. 12. 

u Ibid., p. 51, 
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development before the private com- 
panies had obtained a secure hold upon 
the industry; and second, to the fact 
that on the whole, municipal ownership 
and operation had proved successful. 
It is generally conceded that the 
electricity departments of the great 
industrial cities such as Manchester, 
Liverpool, Birmingham, Glasgow, and 
Edinburgh, have given proof of initi- 
ative, enterprise, judgment, and effi- 
cient management equal to that found in 
the best private undertakings.5 

It is significant also that munici- 
palization of the monopolistic public 
utilities—water, gas, electricity, and 
tramways—in Great Britain has not 
been faced with the adverse public 
opinion which is so pronounced in 
America. It is not unusual for com- 
munities most conservative politically 
and socially to develop municipal 
trading most fully. Bournemouth and 
Blackpool are examples among many 
where the councils are not only ex- 
tremely conservative, but also highly 
successful in municipal trading. Con- 
servative leaders who fight national 
socialism “tooth and nail” consider 
that municipal ownership is not so- 
cialism at all—merely “good busi- 
ness.” 

Successful municipalization of the 
electricity industry has been and still 
is conditioned upon the existence of 
the trained, permanent expert at the 
head of the industry. Fortunately for 
the English municipalities, it seems 
never to have occurred to the English- 
man that administrative officials 
should not be permanent. . For exam- 
ple, the notable development of elec- 
tricity at Bristol and in the area around 
the mouth of the Severn is credited ` 
largely to Mr. H. Faraday Proctor, 
“who has been in charge of the Bristol 
Electrical Department for thirty-four 


£ Simon, E. D., ex-Lord Mayor of Manchester, 
City Council from Within, pp. 18, 178. 


132 


years.” © This example is typical, 
rather than exceptional. 


Tue NATIONAL SCHEME 


The national scheme, as developed 
to date (1931), provides for the crea- 
tion of nine power zones, or districts, 
which are intended as nearly as possible 
to be coterminous with the several 
industrial districts and. to cover the 
major portion of the territory of Eng- 
land, Scotland, and Wales. The last 
of the nine proposed schemes, that 
for South Scotland, which was adopted 
this year (1931), brought the area 
covered by the schemes up to 76.7 per 
cent of the total area of Great Britain.!” 
containing 98.2 per cent of the popula- 
tion and providing for 99.5 per cent of 
the total output of electricity.!4 

Each of the nine schemes was pre- 
pared by the Electricity Commissioner 
and submitted to the Central Elec- 
tricity Board for adoption. The Com- 
missioners, in each case, select the area 
to which the scheme is to be applied, 
and indicate which of the existing 
generating stations of the district are 
to generate electricity for the purposes 
of the Central Electricity Board, which 
stations are to be shut down, and what 
new stations, if any, are to be erected. 
Generating stations of the power com- 
panies and of the local government 
authorities are alike subject to the 
above control. 

It was anticipated that the number 
of stations generating electricity in 
Great Britain when the national plan 
was fully installed (1940) would be 
reduced from over six hundred to fifty 
or sixty. Five years’ experience of the 
Commission and the Board convinces 
them that probably it will be unecc- 


16 Municipal Journal, Jan. 28, 1927, p. 119. 

\ Almost all of the remaining 23:3 per cent is 
included in the wild lands of Northern Scotland. 

18 Central Electricity Board, Third Annual 
Report, p. 3. 
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nomical to reduce the number to less 
than one hundred. It has been dis- 
covered that there are situations where 
a smaller station may meet the needs of 
the Board just as efficiently as one of 
the super-power stations. f 
Each scheme includes provisions for 
main transmission lines to be con- 
structed or acquired by the Board. 
These lines inter-connect the selected 
stations and connect the “grid” sys- 
tem with that of the authorized 
undertakers. The transmission lines, 
provided by the plans of the Electricity 
Commission and adopted and adminis- 
tered by the Board; include: first, the 
principal main transmission lines de- 
signed to operate at 132,000 volts; and 
second, the lower voltage transmission 
lines operating at 66,000 and 33,000 
volts." The secondary 38,000 voltage 
lines are run from the “grid” tapping 
points to the smaller selected stations, 


to the non-selected generating plants 


which are closed down, and to the new 
distribution undertakings.” 

It is interesting to note that South 
East England Electricity Scheme pro- 
vides for 550 route miles of overhead 
main transmission lines at the higher 
voltage, and 350 miles at the lower 
voltage. 


STANDARDIZATION OF FREQUENCY 


Each scheme also provides for the 
standardization of frequency, A uni- 
form standard of fifty cycles has been 
adopted and is being applied as rapidly 
as it is economically expedient. The 
Central Electricity Board, with the 
approval of the Electricity Commis- 
sion, is authorized to require all under- 
takers, both private and public, to 
make the necessary alterations in 
frequency to effect the required: stand- 
ardization. The owners are to be 


19 Central Electricity Board, Third Annual 
Report, p. 11. 
20 Electric Light and Power, July 1930. 
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reimbursed by the Board for all ex- 
penses properly incurred in carrying 
out the requirements, and the Board, 
if required to do so, must advance, 
free of interest, the capital necessary 
for making the alterations. If an 
agreement cannot be reached relative 
to the sum necessary for the work, the 
decision is made by the Electricity 
Commission or, at the option of the 
owners, by an arbitrator.” 

It was estimated by the Weir Com- 
mittee that the alterations effecting 
standardization would require a net 
expenditure of about £8,000,000.” 
This estimate proved to be entirely 
inadequate. In 1930 the estimated 
expenditures for the standardization 
of frequency by the supply un- 
dertakers affected to date, already 
arranged for, amounted to £18,- 
539,450.28 

The scheme for each area is submit- 
ted to the Central Electricity Board for 
its consideration and adoption. Com- 
plaints and representations of inter- 
ested persons or undertakers are given 
due consideration by the Board. After 
the adoption of the scheme it does not 
go into effect in its entirety until op- 
portunity has been given to authorized 
undertakers affected by the scheme to 
have their complaints referred to an 
arbitrator (barrister of not less than 
ten years standing at the bar).™ 


OPERATION OF THE SCHEME 


The operation of the scheme after its 
final adoption is vested in the Central 
Electricity Board. In the eyes of the 
law the Board is not a governmental 
bureau or administrative body, but a 
statutory electricity undertaker. The 


% Electricity (Supply) Act, 1926 (16-17 Geo. 
5, Ch. 51), Sec. 9, Sub-sec. 1. 

2 Weir Report, 1926, Sec. 91, p. 19. 

3 Central Electricity Board, sks Annual 
Report, p. 6. 

*4 Electricity (Supply) Act, 1926, Sec. 4. 
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members of the Board, eight in num- 
ber, are in a position similar to that of 
the directors of a joint stock company. 
The Board is legally responsible for its 
acts to the courts rather than to the 
ministry. Although subject to the 
Minister of Transport in some details, 
the Board is intended to be independent 
of all political influences in the exercise 
of its financial and technical duties. 

For the purposes of governmental 
development of the electricity indus- 
try, the Board, although not legally 
tesponsible to them, is closely asso- 
ciated with the governmental agencies 
acting under the responsible ministry 
—namely, the Electricity Commission 
and the Minister of Transport. In 
fact, the members of the board are ap- 
pointed by the Minister of Transport, 
with no intention of even conferring 
with the shareholders of the Central 
Electricity stock. Their tenure of 
office is for a period of not less than 
five years and no more than ten, with 
no limitations upon reappointment. 
The appointments are made “after 
consulting with such representatives 
or bodies representing the following 
interests as the Minister thinks fit, that 
is to say, local government, electricity, 
commerce, industry, transport, agri- 
culture, and labour.” 

The Board to date appears to have 
been made up of members representing 
the above mentioned interests. It 
seems, however, that the national 
financial and industrial interests pre- 
dominate. 

Outstanding among the duties of the 
Board is the purchase of the energy 
generated by the selected generating 
stations, and the resale of such energy 
to the authorized undertakers who 
have the statutory authority to sup- 
ply energy to the actual consumers. 
Thus it*is clear that the Government 
took over into the national scheme the 

# Electricity (Supply) Act, 1926, Sec. 1. 
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generatión and the main line trans- 
mission of energy, while it left the 
function of distribution in the hands of 
the existing owners, both public and 
private. 

The selected stations from which the 
energy is purchased are required to 
operate under the direction of the 
Board. The Board determines the 
methods of supply, the nature and 
the extent of alterations and additions, 
and the quantity of energy to be gener- 
ated by each selected station. The 
actual management of generation and 
transmission in each of the areas will 
‘be exercised by an area staff with a 
central office, connected by telephone 
lines with the staff of every power sta- 
tion. The following diagram gives the 
typical District Office organization: * 
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but even then it cannot operate the sta- . 
tion: until and unless it satisfies the 
Electricity Commissioners that it is 
unable to enter into an agreement with 
any authorized undertaker or other 
company or person to operate it on 
reasonable terms.”” 

The price to be paid for the station is 
determined by an auditor (with appeal 
to an arbitrator) “on the basis of the 
amount of expense properly incurred. 
on and incidental to the provision of the 
generating station . . . less deprecia- 
tion on a scale fixed by Special Order.” 28 

The price to be paid for energy to be 
poured into the “grid” by the Elec- 
tricity Board, and the price which the 
authorized distributors pay the Board 
for it are factors of utmost importance, 
since the whole object of the national 
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Upon refusal of the selected station 
to comply with the orders of the Board, 
the station may be purchased, prefer- 
ably by another authorized undertaker 
in the District, or if such a purchaser 
eannot be found the Board may, as a 
last resort, purchase the station itself; 


2 Furnished to the author by Richard H. Fox, 
Secretary and Solicitor to the Central Electricity 
Board. 
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plan is to furnish an abundant supply of 
electricity at a lower cost,—at an “‘eco- 
nomic price.” The Board is author- 
ized to pay to the owners of selected 
stations for the electricity generated, a 
price based upon the “cost of produc- 
tion.” 


ay a (Supply) Act, 1926, Sec. 5, 
Sub-sec 
28 na First Schedule. 
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.Propuction Costs 


The rules established by law for 
determining the cost of production of 
electricity at selected stations are as 
follows: 


The cost of production of electricity at 
any selected station shall be ascertained by 
calculating the following costs, charges 
and allowances in respect of the year of 
account: 


(a) The sums expended for fuel, oil, water 
and stores consumed, for salaries 
and wages, and any contributions 
for pensions, superannuation and 
insurance of officers and servants, 
for repairs and maintenance, and for 
renewals not chargeable to capital 
account; 

(b) Sums paid as rents, rates and taxes 
(other than taxes on profits) and for 
insurance, in respect of the station; 

(c) The proper proportion of management 
and general establishment charges 
attributable to the station; 

(d) Any other expenses on revenue account 
attributable to the station; 

(e) Interest (exclusive of interest payable 
out of capital) on money properly 
expended for capital purposes (whether 
defrayed out of capital or revenue) 
and attributable to the station and 
the production of electricity therein. 

The rate of interest for the pur- 

poses of this paragraph shall be: 

(i) Where the owners of a selected 
station are a joint elec- 
tricity authority or a local 
authority, the average rate 
payable on the money raised 
by the authority for the 
purpose; 

(ii) Where the owners of the sta- 
tion are a company, the 
average rate of dividends and 

> interest paid by the company 
on their share and loan capi- 
tal during the preceding year; 
so, however, that the rate 
shall in no case be less than 
five nor more than siz and a 
half per cent per annum. 
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(f) An allowance for depreciation of the 
following amount: 

(i) Where the owners of the 
selected station are a joint 
electricity authority or a 
local authority an amount 
equal to the sinking fund 
charges properly attribut- 
able to the station and the 
plant thereof; 

Provided that where part 
of the expenditure was de- 
frayed otherwise than by 
means of loans the allowance 
for depreciation shall be in- 
creased by ‘such amount as 
the Electricity Commis- 
sioners think just; 

(ii) Where the owners of the sta- 
tion are a company, an 
amount determined in ac- 
cordance with a scale fixed 
by Special Order.?* 


The most significant section of the 
above seems to be the underscored 
portion which limits the interest to 
“money properly expended for capital 
purposes,” which is quite similar to 
the Massachusetts prudent-investment 
theory.®° 

On the resale of electricity, the Board 
is not permitted to make a profit. 
The tariff (or price) is to be fixed by the 
Board and approved by the Electricity 
Commission so that over a given term 
of years the income of the Board shall 
balance its expenditures with such mar- 
gin of safety as the Commission shall 
allow. The price must include the 
cost of production (as explained above) 
“adjusted according to the load factor 
and the power factor . . . together 
with a proper proportion of the Board’s 
expenses.” An alternate method of 


233 Electricity (Supply) Act (16-17 Geo. 5, 
Ch. 51), 1st Schedule, Sec. 7. 

30 Taken from the author’s article in Appen- 
diz of Report of Commission on the Revision of the 
Public Service Commissions Law of the State of 
New York, 1930. 
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fixing the price is by an order of the 
Electricity Commission setting forth 
in detail the manner of fixing the price, 
subject, however, to the veto of either 
House of Parliament. 

The owners of a selected station are 
given the first claim on the electricity 
to be sold by the Board up to the 
amount generated by the station, if 
the requirements of their undertaking 
demand it. They are given a further 
advantage by a provision that the 
cost of electricity taken from the Board 
in any one year shall not exceed the 
cost which, in the opinion of the 
Electricity Commissioners, the under- 
takers would have incurred had they 
themselves generated the electricity.” 


FXiNANCING OF THE Boarp 


- The financial provisions of the 1926 
Act were intended to provide for fi- 
nancing the work of the Board until the 
complete transition was made, by 
1940, from the old system to the new. 

The Board was authorized to borrow, 
on the issue of stock to the public, 
£33,500,000. The returns from the 
issuing of stock are being used mainly 
for building main transmission lines 
and for installing transformers. Bor- 
rowing powers, it was provided, could 
be increased by the authorization of a 
special order. By 1930 it was apparent 


that additional borrowing was neces-' 


sary, hence the Board’s borrowing 
power was increased to £50,000,000, 
The loans issued by the Board are 
guaranteed by the National Treasury 
in order to secure a low rate of interest. 
It is expected, however, that such loans 
will never be a charge on the treasury, 
since provisions are made for their 
ultimate payment from the profits of 
the industry. 

Permission to issue stock is granted 

‘81 Electricity (Supply) Act, 1926 (16-17 Geo. 


5, Ch. 51), Secs. 7 and 11. 
32 Ibid., Sec. 18. 
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to the Board by the Electricity Com- 
mission. Money borrowed for stand- 
ardization of frequency must be paid 
within 40 years; for land, 60 years; 
buildings, 30 years; overhead trans- 
mission lines, 25 years; underground 
cables, 40 years; and plant and ma- 
chinery, 20 years. Up to December 
1930, stock had been issued by the 
Board to the amount of £16,000,000, 
as follows: * 

£3,000,000—4. per cent stock 

£7,000,000—5 ne She, AS 

£6,000,000-—-444 “§ “ « 

The necessary annual charges for 
interest and sinking fund are appor- 
tioned among the supply undertakers 
in proportion to the revenue received 
from the sale of current. 

It is interesting to note that the ex- 
penses of the Electricity Commis- 
sioners are apportioned on the basis of 
the number of units generated.*4 The 
method of apportioning the interest and 
sinking fund charges of the Board has 
been criticized as ultimately bearing 
more heavily upon the domestic and 
lighting consumers, who pay a higher 
rate for current, than upon the large 
power users, with lower rates. 


REGULATION OF CHARGES TO THE 
CONSUMER 


While the British Government was 
making a thorough reorganization of 
the system of generation and transmis- 
sion of electricity, it failed to overhaul 
materially the machinery for readjust- 
ing prices to the consumer. Reduction 
in cost of current to consumers depends 
in part upon the pressure of public 
opinion, advantage of low rates as an 
incentive .to wide use of current, and 
the good will of the distributors. 


33 Central Electricity Board, Third Annual 
Report, pp. 32-83. 

4 Kennedy, W. S., The New Electricity Act, 
p. 36. 

% Ibid., p. 63. 
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The earliest and least effective 
method of price regulation is that of 
naming the maximum rates in the 
special act or order giving authority to 
the distributor. According to Sir 
H. N. Bunbury, actual experience indi- 
cates that “fixed maxima are of next 
to no use in preventing extortion,” 3 
Application for the reduction of maxi- 
mum charges may be made to the 
Minister of Transport any time after 
seven years from the commencement 
of the special order which established 
the maximum price. Such application 
may be made by a public authority, by 
a company interested, or by twenty or 
more consumers.*’ In actual practice, 
the application is considered by the 
Electricity Commissioners, and their 
recommendations are almost invaria- 
bly adopted by the Minister.** 

The maximum and standard prices 
charged by a power company in case 
it takes its supply from the Electricity 
Board may be revised by the Minister 
of Transport. In such revision any 
reduction in the cost of electricity 
attributable to the 1926 Electricity 
Act must be taken into account.® 

Distributing companies taking their 
supply from the Board are subject to 
the application of a sliding scale of 
dividends and charges. Sliding-scale 
schemes of dividends and charges are 
drawn up by the Electricity Commis- 
sioners and promulgated by them in a 
special order, subject to the approval 
by resolution in each House of Parlia- 
ment. The sliding-scale principle is 
also embodied in many of the acts 
creating power companies and in the 


3% Bunbury, Sir H. N., K.C.B., “The Eco- 
nomic Regulation of Publie Utility Services,” 
in Public Administration, July 1926, p. 12. 

3? Electric Lighting (Clauses) Act, 1899, Sec. 
32, Sub-sec. 2. 

38 See Electricity Commissioners, Tenth An- 
nual Report, pp. 91-94. 

39 Electricity (Supply) Act, 1926, Sec. 31, Sub- 
sec. 1. 
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Act of 1926 applying to the London 
Companies. 

The incentive on the part of mu- 
nicipally owned utilities to wring a 
surplus profit from municipal consumers 
is destroyed by the narrow limits ap- 
plied to the amount of the net surplus 
which may be used for lowering mu- 
nicipal taxes. The law provides that: 


(i) the amount which may be applied in 
aid of the local rate in any year shall not 
exceed one and a half per cent of the out- 
standing debt of the undertaking; and 

(ii) after the thirty-first day of March, 
nineteen hundred and thirty, no sum shall 
be paid in aid of the local rate unless the 
reserve fund amounts to more than one- 
twentieth of the aggregate capital expendi- 
ture on the undertaking.‘ 


At present, the method of charge for 
electric current is receiving much at- 
tention from the public, from the 
Electricity Commission, and from elec- 
trical undertakers. A committee ap- 
pointed by the Electricity Commission 
in 1930 reported on “Uniformity of 
Electricity Charges and Tariffs.” The 
committee favored a “Tariff” which 
consists of: (1) an annual “fixed” or 
service charge, plus (2) a charge per 
unit supplied to the consumer. The 
committee favored as a basis for the 
fixed charge the “size of the house” 
or “floor space” basis rather than a 
percentage of the rental or ratable 
value of the house.” 


TAXATION 


The property of publicly owned 
electrical utilities is assessed locally 
upon the same basis as is the property 
of private companies. It is generally 
conceded that the ever increasing bur- 
den of local rates is proving a serious 


40 Electricity (Supply) Act, 1926, Sec. 43 (Fifth 
Schedule). 

4 Electricity Commission Report on Uni- 
formity of Electricity Charges and Tariffs (1930), 
p. 24 ff. 
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obstacle to the development of the 
national scheme. 

Private plants generating electricity 
for their industrial owners, by the 
Rating and Valuation Act of 1928, have 
been relieved of local rates to the extent 
of 75 per cent. Since such relief has 
not been given the authorized elec- 
tricity undertakings, private industries 
are more reluctant to close their own 
. plants and codperate in the national 
_ scheme. Mr. Morrison, late Minister 
of Transport, in January 1931 depre- 
cated the injustice which was being 
done to the electricity industry by the 
derating of electricity plants of private 
industries.“ 

Private and public electric enter- 
prises alike are subject to a high na- 
tional income tax on their profits or net 
surplus. Before a municipal elec- 
tricity authority may turn over a 
shilling to the general expenses of the 
city it must pay more than 20 per cent 
(4s/6d per £) of the net surplus as a 
national incometax. Obviously, muni- 
cipalities will no longer seek high prof- 
its from electrical enterprises, but 
rather give the benefit to the consumers 
in lower charges. 


REGULATION or Prrvare COMPANIES 


Private companies in the main are 
subject to the same general laws as 
apply to public authorities. Parlia- 
mentary acts and orders furthermore 
establish the areas of supply, define the 
right to use streets and to procure 
way-leaves, and set the maximum 
charges for sale of current. Such com- 
panies are subject to accounting con- 
trol through an auditor appointed by 
and responsible to the Minister of 
Transport. 

Private distributing companies may 
be purchased by a local authority or a 
joint electricity authority at specified 

® Electrical Review, Sept. 11, 1931. 

© Ibid., Jan. 30, 1931. 


Tue ANNALS OF THE AMERICAN ACADEMY 


intervals of time, provided, however: 
the consent of the Electricity Commis- 
sion is first received. Upon approval 
of the Electricity Commission, the 
power of purchase may be suspended for 
such period and on such conditions as 
the company and the local authority 
mutually accept. 

The undertakings of companies 
formed since the Act of 1926 went into 
effect are subject to purchase by a joint 
electricity authority or a joint commit- 
tee of local authorities at the end of 
fifty years, or at the expiration of each 
subsequent ten-year period. The price 
to be paid shall be 
a sum equal to the capital properly ex- 
pended for the provision of land, buildings, 
works, material and plant ... in use or 
available and suitable for use at the time of 
the purchase for the purpose of their under- 
taking less depreciation. 

By an act of 1925 applying to “Lon- 
don and Home Counties Electricity 
District,” the company-owned electric 
industries of that district become the 
property of the London and Home 
Counties Joint Electricity Authority in 
1971. The property rights of the com- 
panies are fully protected, while their 
profits until 1971 are limited by the 
application of the sliding-scale provi- 
sions,“ 


EXTRA-GOVERNMENTAL NATIONALIZ- 
ING INFLUENCES 


Within: the field of private owner- 
ship, the electric power companies are 
playing a leading part toward coördi- 
nation and centralization of the indus- , 
try. Control of the smaller generating 
and distribution companies by the large 
power companies is rapidly spreading 
through the purchase by the large 
power companies of the majority stock 


4 Electricity (Supply) Act, 1926, Sec. 29, Sub- 
sec. 1 (a). 

4 See*London Electricity (No. 1 and No. 2) 
Acts, 1925. 
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of the small companies, and through 
the existence of interlocking directo- 
rates. 

The power companies were incor- 
porated to supply electricity in bulk to 
distributing undertakers and directly 
to great industrial companies for power 
purposes. They are not subject to 
purchase by local authorities. Through 
stock ownership and interlocking direc- 
torates, the power companies in several 
large industrial areas are able to con- 
trol the distribution as well as the 
generation and the bulk supply of 
electricity. 

The national, rather than the paro- 
chial or narrowly private point of view 
in electricity development is being 
furthered by such national organiza- 
tions as the British Electrical and 
Allied Manufacturers Association 
(Beama), the British Electrical De- 
velopment Association (E. D. A.), the 
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Incorporated Municipal Electrical As- 
sociation (I. M. E. A.), and the National 
Association of Supervising Electricians 
(N. A. S. E.). Through advertising, 
publishing of valuable statistical infor- 
mation, and numerous public meetings, 
such organizations are helping to make 
the British public “electricity-minded.” 

The British have launched, with 
confidence and enthusiasm, a bold 
experiment in coöperation between 
government agencies and private capi- 
tal. They believe they have discov- 
ered for the electricity industry, a 
workable mean between laissez faire 


‘capitalism on the one hand and com- 


plete socialistic nationalization on the 
other. They believe that, through 
such combination and coöperation, 
leadership is being created which will be 
competent to forecast demands and 
effectively adjust productive capacity 
to potential consumption. 


Dr. Orren C. Hormell is Professor of Government 
and Director of the Bureau of Municipal Research at 


Bowdoin College, Brunswick, Maine. 


He is the author 


of “Maine Public Utilities,” 1927; “Electricity in 
Great Britain: a study in administration,” 1928; 
and “Control of Public Utilities Abroad,” 1930. 


Electricity—Mankind’s Universal Servant 
By M. 5. Stoaw 


LECTRICITY is a ‘marvelous 
force, of which man after many 
centuries still knows very little. Never- 
theless, beginning with Edison’s inean- 
descent lamp in 1879 and his central 
generating station in 1882, there has 
been built up a great industry based on 
what electricity can do. It is this— 
electricity applied to human needs, and 
the business which supplies it—which I 
shall discuss, if you please. 

Our electrical future will depend on 
the progress and development of elec- 
tric utilities. They do not now sell all 
the electricity used, by a considerable 
amount; but more and more in future 
they will replace the individual plant, 
and an increasing majority of people 
will rely on them for electricity supply, 
not alone in cities but even on farms. 
Whatever affects electric utilities for 
good or ill, will influence our electrical 
future, our economic development, 
and our social well-being. 


Fonction or ELECTRIC UTILITIES 


The economic function of electric 
utilities is that of distribution. We in 
the business think of our generating 
plants as factories, and speak of pro- 

‘duction departments.. The plants are 
really huge converting establishments, 
converting sun energy stored in coal 
and the energy of falling water, another 
manifestation of sun power, into electri- 
cal energy—the most flexible, the most 
protean energy now known to man- 
kind. Our job is to lay this down at 
the doors of homes and workplaces for 
use as light; heat, and power. The 
future job of the electric utilities is to 
make electricity more used and more 
useful; to put electric energy into more 


places; to reach more customers with 
it; to bring about more uses for it, and 
larger usage. 

The companies have done a good 
job up to date. Electric utilities now 
serve 70 per cent of the homes of the 
country. They furnish power to more 
than half the industrial machines of the 
country. ‘They have reached out from 
the great metropolitan centers to the 
small towns, villages, and even the 
cross roads hamlets. They supply more 
than 10 per cent of the farms of 
our land. In their comparatively brief 
existence, they have contributed to 
profound social and economic results. 
They have revolutionized our homes, 
our stores, our factories, our mines, our 
means of communication and trans- 
portation, and even our amusements. 

Dr. F. R. Moulton, for more than 
thirty years a member of the faculty of 
the University of Chicago, has said: 
“It is improbable that all the laws 
enacted since the days of Cesar have 
had so great effects upon the. living 
conditions of the average man as had 
the electrical developments which have 
taken place entirely within the memory 
of many men now living.” 

This development, however, is only 
a good beginning of what the electric 
utilities can bring about in the future. 
There is a colloquial ‘saying that the 
first hundred years are the hardest. 
The first fifty years of the power and 
light industry will have been the hard- 
est. It has had to be built from the 
ground up, to face and solve problems 
of engineering, administration, financ- 
ing, and relations with the public and 
government agencies. It has had to 
make the American people electricity 
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conscious. It has done all this pretty 
successfully, on the whole. It faces 
the future with resources of accumu- 
lated knowledge and experience, a 
trained, virile personnel, magnificent 
research facilities, and an established 
financial position. It faces the future 
with the necessity common to all 
business to progress and grow, and 
with the public spirit which will enable 
it to meet and solve problems of 
development rightly. 


Lowerine or Costs AND RATES 


The distributor’s function has been 
and always will be limited by the price 
of goods or service. Electric utilities, 
by good engineering, administration, 
and selling, have consistently reduced 
prices and so built up their present 
wide coverage and sales. Edison’s 
Company, the pioneer utility, charged 
for electricity 1.2 cents per 16 candle- 
power lamp hour—the equivalent of 
24 cents a kilowatt hour, a measure of 
current which did not then exist—and 
even in 1900, the price was 20 cents a 
kilowatt hour. Last year the national 
average of prices for all classes of use 
was 2.7 cents, and for residential use, 
6.04 cents. This downward trend of 
prices will continue in the future. 

Two factors make rate reductions 
possible—lowering of costs and in- 
crease of salės. These go hand in 
hand, working together. A lowering 
of costs results in a lower rate. Use of 
current increases. With the greater 
load density which comes about, unit 
costs of production and delivery are 
reduced. Presently they are lowered 
enough to warrant a further reduction 
in prices, which produces more use of 
current. This progressive lowering of 
costs and rates is limited only by the 
prices which the utility has to pay for 
men and materials, taxes, and other 
operating expenses. 

In the past couple of decades there 
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have been notable reductions in the 
cost of generating current. Larger 
and better generators and improved 
boiler design and operating practice 
have lowered unit costs of production, 
and so contributed to reduction of 
rates. We may expect some continued 
lowering of these generating costs, but 
not to any great extent, in my opinion. 
And any lowering of generating costs 
which may be attained will not be 
important to the customer save as the 
highest technical standards of the 
present are extended more generally to 
all companies in the industry. 

There is opportunity, however, for 
considerable reduction of costs between 
the generating plant and the customers’ 
meters. Delivery of power, relatively 
speaking, is expensive today while 
generation is not. Line and trans- 
former losses between the plant and 
the meters average from 15 to 30 per 
cent of the current generated. The 
investment in substations, transmis- 
sion and distribution lines, transform- 
ers, and meters, is very heavy. In the 
group of companies with which I am 
associated the annual investment in 
meters which we place in the custom- 
ers’ premises and in the provision for 
receiving them is larger than the annual 
investment in generating plants. Any 
cutting of costs incurred between the 
plant and the meter will be of ad- 
vantage to customers and companies in 
further reduction of rates. Utilities 
are keenly alive to that fact, and the 
future will produce engineering and 
administrative improvements which 
will yield lower costs of delivering 
current. 

In several of the larger cities of the 
country, electric utilities are now em- 
ploying a system of delivering current 
which has been operated successfully 
for sufficient time so that it may no 
longer be considered an experiment. 
This is the alternating current network 
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of distribution lines, replacing radial 
distribution. With the radial system, 
high-voltage lines extend from the 
power plant to substations where 
voltage is reduced, and low-voltage 
lines fan out from the substation to 
transformers which serve the custom- 
ers’ premises. With the network sys- 
tem, high-voltage lines, transformers, 
and low-voltage lines form a grid in 
the streets. Substations become un- 
necessary. A supply of current can 
reach a building by more than one 
route through the network or grid. 
Thus an accident to a transformer or a 
distribution line will merely mean a 
flow of current to that building by 
another route. 

The advantages of this method of 
delivering current are economy through 
elimination of costly substations, and 
increased surety of supply. It has 
been in use in parts of New York City 
for nearly ten years, and is rapidly 
being extended. Already it has made 
its influence felt in reduction of costs, 
and has greatly reduced interruptions 
to service. In the sections of the city 
where it is oldest, a recent calculation 
showed that outages—that is, interrup- 
tions to service—average one in eight 
‘hundred years per customer. This 
method of delivering current is pecul- 
iarly adapted to cities with underground 
distribution systems, but there is no 
reason that I can see why it is not 
applicable to smaller communities. 
I expect to see it come into wide use 
and prove an important element in 
producing reduced costs, hence in 
reducing rates over large areas of the 
country. 


Furvure Incrnasep Use or 
ELecrriciry 


The electric power and light busi- 
ness, like all others, talks much about 
the saturation point. Recent years 
have shown a pronounced slowing up in 
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numbers of new customers added to the 
lines. But with the reduction in 
prices which is bound to continue over 
a ‘period of years, I cannot, see any 
limit to increased use of electricity 
unless and until science produces 
some other form of energy which will 


do more things for human beings and do ` 


them better and more cheaply. We 
call the United States electrified today. 
It is; relatively. Our country uses 
more electricity than any other— 
nearly as much as all the rest of the 
world-—and electricity is more gener- 
ally used here, especially in indus- 
tries. Nevertheless, thirty years—even 
twenty years—hence, electricity will be 
used in quantities which will make 
today’s usage seem puny, and for pur- 
poses not easily practicable with pres- 
ent prices and in the present state of 


the research and inventive arts. 


Electricity will do work so much 
better and more cheaply than hand 
labor that home making, even for those 
in modest circumstances, will be carried 
on' by electrically operated equip- 
ment. Houses will be built completely 
equipped with electrically operated 
machinery to do all the hard and the 
dirty jobs. Conveniences and refine- 
ments of living, now being introduced 
only under exceptional circumstances, 
will become general: Lighting will be 
of far higher ‘intensity, with benefits in 
reduction of eye strain and attendant 
nervous disorders, ‘and lessening. of 
accidents due to faulty illumination. 
Moreover, lamps will yield rays ap- 
proximating sunshine. Cooking, water 
heating, even house heating by elec- 
tricity will become far more general as 
the low price levels permit electricity 
to compete with other agencies. Every 
large building, including apartment 
houses, will have its air supply condi- 
tioned—that is, filtered, cleansed, prop- 
erly humidified, cooled in summer, and 
warmed in winter. Equipment to do 
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a similar job for individual houses 
will undoubtedly be within the reach of 
people in modest financial circum- 
stances. ‘Television will be available 
at the electric outlet as radio is today. 
What I am saying applies not alone 
to the big cities. It applies also to the 
. small communities and even to a 
majority of farms. Electric service 
today in the small towns is practically 
of the same standards of excellence as 
that supplied to city dwellers, and more 
than six hundred thousand farms have 
central-station service. There will al- 
ways be a certain proportion of farms 
so situated geographically and so 
conditioned economically that they 
will not be able to afford electricity. 
It is only a question of time, however, 
and not too long a time at that, before 
most farms of our land will be using 
central-station electric service. Farms 
as a class are destined to be valuable 
customers of the utilities because of 
their many uses for current, and in the 
farm home and for farm tasks elec- 
tricity, will yield large benefits to its 
users. I do not mean to predict, 
_ either, that every city home will be 
electrified to the highest degree. Indi- 
vidual habits and differences of income 
will operate as they do now. Never- 
theless, the advantages of electricity 
will become so widely recognized and 
its low price levels will make it so gen- 
erally available that the average home 
consumption will increase from year to 
year, and the minimums compare 
favorably with present averages. 


New FIELDS .ror ELECTRIC Service 


In commerce and industry we shall 
see equal advances in the application 
of electricity. By its aid many more 
jobs will become automatic or semi- 
automatic. For example, the electric 
typewriter is likely largely to replace 
the present variety with which the 
operator supplies both execution and 
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motive power. Electric calculating, 
billing, and accounting machines will 
come into general use—not supplanting 
human work but making human work 
easier, more efficient, and more accu- 
rate. In factory, mill, and mine, 
electricity will be universally called on 
to do hard and heavy duty. Many 
manufacturing establishments will be 
windowless, obtaining maximum effi- 
ciency of lighting, ventilation, temper- 
ature, and humidity of air electrically. 
Electricity will replace steam generally 
as motive power for railroads. Street 
traffic conditions, bad enough now in 
our cities and undoubtedly destined to 
grow worse, will bring about larger and 
faster electric surface cars and a 
revival of our street-car industry, I 
believe. Our streets, parks, and pub- 
lic places in cities, and our country 
highways will be illuminated far beyond 
present standards. 

It is really only within the last 
decade that this country has begun to 
grasp the possibilities of electricity as 
applied to human needs. I do not 
think we have yet begun to comprehend 
all its possibilities. It now illumines a 
tiny lamp swallowed into the stomach 
so that photographs can be made. 
It replaces the knife and yields blood- 
less surgery. It moves a huge train 
over a mountain range. It sends 
sound riding the ether to the ends of 
the earth. Wonders, these! Yet they 
will be followed with others as wonder- 
ful, of which today we have no intima- 
tion, and these later wonders will in 
time become commonplaces. That is 
the kind of force electricity is. We 
know that its use has profoundly bene- 
fited humanity, taking sweat out of 
work, increasing production and there- 
fore wages, improving the safety and 
the sanitation of working conditions, 
and lifting the standards of living. 
Because industries and homes are not 
equally highly electrified, and even the 
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highest levels yet reached show higher 
ones ahead, electricity still has much 
valuable work to do. : 


Necessiry ror HOLDING COMPANIES 


Supplying the vast volume of elec- 
tricity which our country will demand 
in the future will necessitate growth 
and development in the electric utility 

field. I have outlined my ideas of the 
technical side of this development. 
There will be changes on the corporate 
side which will present political, legal, 
and sociological problems, We have 
seen the beginning of this already. 


The job of electrifying America to its: 


present level has brought about merg- 
ers of small operating companies into 
bigger ones, and the grouping of oper- 
ating utilities under the direction of 
management companies, or the owner- 
ship and control of holding companies. 
The small company could not do the 
job. It had not the resources—techni- 
cal, physical, financial—to supply the 
type of service necessary and properly 
to develop its market. It could not 
get them. 

There are divergent opinions about 
the effects of the merging of companies 
and the grouping of companies which 
have increasingly taken place in recent 
years. Unquestionably such transac- 
tions have on occasion had their un- 
desirable side. They have offered 
opportunity for the exploiter, and the 
utilities, as well as other lines of busi- 
ness, have had the exploiter. Never- 
theless, mergers and holding-company 
control have made possible operating 
economies and new financing for growth 
which have yielded the electric service 
of today, gridironing the land. De- 
spite occasional incapable management 
and occasional . crookedness, this job 
could have been done by no other 
means in so short a time. 

Economically, this process has justi- 
fed itself. Therefore it will continue. 
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It must continue if utilities are to do 
the job of the future. Only big agen- 
cies can handle a job of such size. 
The operating utility is on the way 
to become a state-wide organization. 
These large utilities will be increasingly 
linked together under regional holding 
companies. Thus, natural geographic 
areas can be most efficiently and 
economically supplied with electricity, 
and thus, I believe, can the supply 
system be most efficiently set up and 
administered. 

To reach such stage of development 
will involve changes in corporate 
structures and utilities’ relations with 
government agencies. The tendency 
today is to merge contiguous operating 
companies and to simplify corporate 
structures by eliminating intermediate 
holding companies. This should and, 
I am sure, will be continued as a 
matter of both good business practice 
and good public policy. The state- 
wide operating companies of the future 
will be under state regulation, so that 
the user of electricity will have all the 
protection he now enjoys, and more; 
because as the utility industry pro- 
gresses, the laws governing its operation 
should and must progress in step with 
business development. These operat- 
ing companies will interchange power 
across state boundaries. The con- 
tracts by which they buy and sell this 
power, and the prices, will come to be 
supervised and regulated either by 
regional conferences of the state regu- 
lative authorities, or by Federal au- 
thority. 

These are matters now at issue before 
the public. There is a wide range of 
opinion’ regarding them, within the 
industry and outside it. So long as 
public control remains supervision and 
regulation comparable to the jurisdic- 
tion exercised by state agencies today, 
the utilities will be entirely able to do 
their job and get along. If public 
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control of the utilities, either operating 


or holding companies, should go beyond: 


that point, interfering with proper 
exercise of managerial judgment and 
imposing official mandates in place of 
managers’ decisions, as is now too 
frequently the case with railroad 
regulation, that would be a sad day for 
the utilities and the great public 
dependent on their service. 


OPINION FAVORING GOVERNMENT 
OWNERSHIP 


I have ventured here predictions 
which, I am sure, would cause many in 
public life to declare that I was 
picturing the ultimate triumph of the 
power trust and its enslavement of the 
people. Their view of our electrical 
future would be the development of 
government-owned and operated elec- 
tricity supply organizations—munici- 
pal, state, and Federal—eventually 
amalgamating into a country-wide 
and necessarily Federal-operated power 
supply. That is a matter of opinion, 
and it is the clash of opinions which 
brings information and enlightenment. 

There is in this country a consider- 
able body of opinion favoring govern- 
ment ownership and operation of 
electric utilities. Its advocates are by 
no means all Communists or crackpots 
or patronage-grabbing politicians, as is 
sometimes alleged. Many of them are 
sincere and earnest in advocating this 
as a genuine public benefit, and some of 
them have studied the subject rather 
extensively. We have in the country a 
considerable number of municipal elec- 
tric plants. Some of them, operated 
on business lines and not as political 
machines, do a creditable job. We 
have also certain water powers, like 
Muscle Shoals, or sources of water 
power to be developed, like Boulder 
Dam, the St. Lawrence, and the Co- 
lumbia River, where government, state 
or Federal, has some ownership rights. 
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These present municipal plants and the 
power sources where government has 
rights would be used as centers from 
which to extend government-owned 
and -operated power systems. Private 
utilities would be driven out of business 
by government competition and taken 
over until the country-wide govern- 
ment power system was established. 
This is more than a hope of those who 
believe in and work for government 
operation. It is a definite plan for 
which organizations are working and 
toward which they are seeking, and in 
some measure obtaining, legislation. 

In my judgment there are two rea- 
sons why our electrical future will not 
go that way. The first is that in spite 
of many breaches of the rule, our na- 
tional policy and practice are opposed 
to government conduct of business 
which can be satisfactorily carried on 
by private enterprise. Assume that 
three quarters—surely a liberal esti- 
mate—of all now said in criticism of 
utility operation and public regulation 
is accurate, Against that put the un- 
contested facts of the wide develop- 
ment of electric service by the utilities, 
its high technical standards, and the 
steadily increased use of current and 
decreased prices. It becomes hard to 
see where a case has been made requir- 
ing a shift to government ownership 
and operation. 

The second reason is that this 
country, wealthy and powerful as it is, 
could not take over and operate the 
electric utilities on any basis of sound 
business. Government, which is es- 
sentially political, must and will han- 
dle matters differently from business. 
Business seeks only to continue suc- 
cessful and to grow, which on a long- 
term basis means serving customers to 
their satisfaction. It cannot buy suc- 
cess with patronage or cover up failures 
in the tax levy. It must root, hog, or 
die. Government is under no such 
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necessity, and with its set-up of checks 
and balances and diffused’ authority 
and responsibility, it could not meet 
business requirements if it were under 
this necessity. 


EXAMPLE oF GOVERNMENT- 
CONTROLLED RAILROADS 


When the Federal Government took 
over the railroads during the War, we 
had a fair example of what would 
happen if all electric utilities were 
operated by government. The same 
men, please remember, operated the 
railroads under Government control 
that had run.them previously. The 
difference was Government control, 
with all that such control implies in a 
business undertaking. Making due 
allowance for the stresses and the dis- 
located circumstances of war, the 
venture was a colossal failure. It 
failed although the best railroad brains 
and experience in the country were on 
the job. It failed because the best 
brains and egperience could not func- 
tion successfully, hampered by Govern- 
ment control and political interference. 
Government control of the railroads 
in a brief period accumulated an 
operating deficit of $1,600,000,000, and 
half ruined the physical equipment of 
the railroads and the morale of their 
working forces. Then Government 
backed out, leaving the taxpayers 
holding the bag. 

The Government could take over 
electric utilities, but what would hap- 
pen to electric service and the people 
dependent on it in homes and work- 
places is not pleasant to think of, in 
view of the results of Government 
control of the railroads. The financial 
side of the situation would not be its 
worst aspect, bad as that might be. 
Bureaucratic control of a necessity of 
modern life, unchecked power over a 
twelve-billion-dollar enterprise, with a 
quarter of a million employes—-there 
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we would have a power trust which 


‘would be something really to worry 


about. 

Municipal plants, where the prob- 
lems are simplest, now supply less than 
5 per cent of the electricity of the 


- country, and in recent years there has 


been a pronounced trend to sell small 
and struggling municipal plants to the . 
utility companies. ‘The American peo- 
ple make mistakes collectively as well 
as individually. Nevertheless, they 
are not inept in their handling of affairs. 
Consequently I expect a continuance 
of this trend away from government 
ownership and operation instead of a 
movement greatly increasing it. The 
waters of the Colorado, the St. Law- _ 
rence, and the Columbia will be 
harnessed, but I have no notion that 
the power they produce will be peddled 
by government. It will go into the 
great reservoir of power from company 
plants linked together and be distrib- 
uted to markets over the lines of the 
utilities. Government, having owner- 
ship rights in such situations, will 
derive a revenue, but will not be 
directly in the power business and will 
not be driving its citizens out of the 
power business by government compe- 
tition, Electricity supply will con- 
tinue as it began—a manifestation of 
individual initiative and enterprise— 
and it will earn its way as it makes good 
and not otherwise. g 


Execrric Urimrrms Acceer Civic 
RESPONSIBILITY 


Those who are engaged in the busi- 
ness of electricity supply are not un- 
mindful of the responsibilities their 
jobs carry—responsibilities not alone to 
investors whose money makes the 
business possible, but also to the public 
dependent on these companies for a 
necessity of modern living. In no 
business with which I come into con- 
tact is there a higher or more genuine 
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sense of this civic responsibility which 
all business bears. Ideas in this 
particular industry vary as to the best 
way in which its civic obligations shall 
be met, just as ideas in relation to 
government or any other phase of 
human activity vary. But there is no 
idea of not meeting them. 

T look forward, therefore, to a future 
in which the electric utilities will 
develop and grow as businesses, re- 
maining prosperous as they earn and 
deserve prosperity by increased useful- 
ness to people and communities. I 
look forward to a,future in which the 
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relations between this business and gov- 
ernment agencies dealing with it will 
become more clearly defined and better 
adapted to furthering the well-being 
both of companies and customers— 
a future of laws and administration 
of laws based increasingly on sound 
economics rather than on political 
opportunism, despite the extremists 
on both sides of the so-called utility 
issue. I look ahead to a time, not 
too remote, when electricity will come 
close to being what it is now some- 
times called, ‘“‘mankind’s universal 
servant.” — 


Mr. Matthew Scott Sloan is president of the New 
York Edison Company and of several. other electric 
light and power companies. He is prominently 
identified with a large number of business, civic, and 


educational institutions. 


The Future of Power and the Public 


By Donan R. RICHBERG 


FTER addresses devoted to the 

hard facts of present-day prob- 

lems, you are now invited to peer into 
the future. . 

Shall we assume that along with 
a greater development and utiliza- 
tion of electrical power, there will be 
only minor changes in the polit- 
ical-economic organization of society? 
May we relieve our minds of seeking 
for solutions of the irrepressible con- 
flicts. of today by assuming that to- 
morrow and tomorrow power and 
light will continue to stream from every 
waterfall and coal mine, pouring gold 
into the hands of those proud people 
who help themselves, and flooding with 
energy and light that world of humble 
but-patient people who exist mainly to 
enrich the lives of others? May we 
relax our grip on present realities and 
assume that eventually the great masses 
of the people will be so stupified by 
physical and mental undernourishment 
that they will voluntarily support the 
ever increasing inequity of a political- 
economic system under which a small 
percentage of the people own and 
control an ethically unjust and eco- 
nomically unsound proportion of the 
national wealth and income? May we 
intelligently assume that the rewards 
of industry can be indefinitely distrib- 
uted in the present or worse dispropor- 
tions? 


UNEQUAL DISTRIBUTION or INCOMES 


In order to see this problem clearly, 
it is not necessary to determine whether 
1 per cent of the people own 33 per cent 
of the national wealth, or 10 per cent 
own 64 per cent, or 3 per cent control 75 
per cent—to cite various careful esti- 
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. and clothing workers. 


mates. The distribution of income 
is even more significant and more 
accurately determined than the spread 
of ownership. For instance, 504 per- 
sons had a total income in 1929 equal 
to the total income of 2,332,000 
farmers in 1930 from their entire cash 
crops of wheat and cotton. Also, in 
1929 the total net income of 1,471 
persons was $10,000,000 more than 
the total wages paid 1,649,000 textile 
But would you 
not say that the production of wheat, 
cotton, and clothing was more essential 
to the general welfare than the produc- 
tion of multimillionaires? 

There is an ancient sophistical argu- 
ment in defense of the concentration of 
wealth which it is now a pleasure to 
blow into tiny pieces with a few un- 
answerable facts. We have been told 
that a redistribution of the wealth 
owned by a few would be of only 
trifling, temporary aid to the millions of 
the poor. But modern statistics prove 
conclusively that a redistribution of 
incomes would be of enormous Beneit to 
the masses of the people. 

There were about 33,500,000 wage 
workers and farmers in recent years 
who had an average income of less than 
$3.30 per day. But happily, about 
30,000 more fortunate persons had in- 
comes of over $350 per day, and more 


` than 1,000 exalted persons had incomes 


of over $3,300 per day. To summarize 
an analysis of actual incomes as 
officially reported, it appears that if 
500,000 large income receivers should 
retain only an annual income of 
$10,000 each, there could be distributed 
to 12,000,000 families an additional 
income of $500 each. Thereby poverty 
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would be practically abolished in the 
United States. Such a redistribution 
of income cannot be expected to come, 
either slowly by voluntary action, or 
rapidly by compulsory action. But it 
is economically possible. It could be 
achieved gradually by political action. 
Strange to say, those who talk most 
loudly of their desire to eliminate the 
miseries of poverty and unemploy- 
ment, are the bulwarks of the political 
opposition to the obvious practical 
measures to bring about such a blessed 
advance toward a better, happier 
world. 

In order to look into the future, is it 
not necessary either to assume that 
present conditions will continue and 
this maldistribution of wealth will 
grow worse with the future develop- 
ment of electrical power, or else to make 
the alternative assumption of far- 
reaching changes in the present order? 
To those who are willing to face the 
facts, it should be clear that the devel- 
opment of electrical power up to date, 
despite its many beneficent results, is 
one of the forces that has aided to 
deepen and to intensify a profound con- 
flict of interest between what may be 
called the property-owning: and the 
property-using classes of society. 


WORKERS’ SHARE IN 
Propuction VALUR 


Since the beginning of this century 
the horse power in manufactures, per 
wage earner, has increased about 150 
per cent—roughly from two to five 
horse power. The production of elec- 
tricity has increased over this period 
from less than five billion to more than 
one hundred billion kilowatt hours, 
which indicates the influence of electri- 
cal power in adding to the productive 
capacity of the wage earners. But the 
workers’ percentage of added value of 
manufactured products has continued 
to decline, which is consistent with the 
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peculiar course of our entire industrial 
evolution. It is most disheartening to 
observe that in the last eighty years the 
share of the manufacturing wage earner 
has declined from 23.3 per cent (in 
1849) of the value of finished products 
to 16.5 per cent (in 1929); and that 
whereas in 1849 he received 51.1 per 
cent of the value added to raw material 
by his labor, he received in 1929 only 
36.2 per cent of this value. 

It is merely stupid to ignore the 
significance of such figures as these— 
particularly when the years of our last 
splurge of “two-car-garage” prosperity 
only emphasized this unhappy trend. 
From 1923 to 1929 the value of manu- 
factured products increased from sixty 
to sixty-nine billion dollars, or, more 
exactly, $8,888,000,000. But : total 
wages increased less than $414,000,000. 
In the last three years of the pros- 
perity illusion, the volume of manufac- 
tured products increased enormously. 
Banks, public utility owners, and manu- 
facturers divided the greatest profits of 
history; and at the same time the total 
wages paid to all wage earners actually. 
declined. Yet there are men still 
seeking other explanations of the crash. 

There is a certain school of talkers (1 
can hardly call them thinkers) who 
always point with pride to an in- 
crease in so-called “values,” who gloat 
over figures of increases in so-called 
“wealth,” with bland disregard of. 
contemporaneous figures exhibiting the 
inadequate wages or incomes of the 
masses of the people who must furnish 
the buying power to balance the selling 
power claimed in these estimates of 
“value” and “wealth.” 

It should be rather obvious, not 
merely to a trained economist but to 
any one capable of economic thinking, 
that since the productive value of an 
owner’s property is its power to com- 
mand a price, this value depends 
wholly upon the capacity, as well as the 
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desire, of some one to pay a price. 
The wealth that is claimed to be stored 
in factories and mines and land, and 
is represented by stocks and bonds, 
leases and mortgages, promising bil- 
lions of dollars of income—this wealth 
is only a capitalized earning’ power 
based on a selling power which can be 
in fact no greater than the buying 
power which must balance the account 
in the long run. 


SELLING POWER VERSUS 
Buya Power 


Recently some of our industrial 
leaders seem to have learned that sales 
in a foreign market must be balanced 
by a purchasing power at home—that, 
‘in order to sell machinery to Argentina 
it may be necessary: to buy beef from 
Argentina; or at least that we cannot 
indefinitely sell to other nations more 
than we buy from them. In a word, if 
we have a self-contained national 
economy, our national purchasing 
power must balance our selling power; 
and if we operate upon a world econ- 
omy, the world purchasing power must 
balance its selling power. 

It is not my present purpose either 
to summarize a textbook on political 
economy or to attempt the statement 
of a few economic principles with all the 
qualifications and hesitations, the foot- 


notes, and references to other chapters | 


and to other books, whereby the duly 
certified social scientist demonstrates 
the reason for his Ph.D. and his qualifi- 
cations for an eventual LL.D. On this 
occasion I am not interested in reaping 
the measured praise of my academic 
instructors, or even the applause of 
those successful money makers who 
regard a fair distribution of the rewards 
of industry as an altruistic program to 
which they are willing to contribute a 
reasonable percentage of industrial 
gains. 

It is my present purpose merely to 
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point out in a crude, unscientific, but, I 
hope, forceful way, that a machine 
which puts men out of work and there- 
by reduces buying power also reduces 
selling power and therefore does not 
immediately add to the total wealth of 
the world, but in fact reduces it. To 
get a clear view of what happens, let us 
assume that a combination of chemists 
and machinists suddenly began the 
wholesale production of a household 
machine which would create out of 
cheap elements synthetic food: prod- 
ucts, of appetizing and adequate 
variety and with high nutritive value. 
No one ean doubt that there would 
follow a terrific decline in the values of 
agricultural land and of machinery and 
agencies for the manufacture and the 
distribution of agricultural products. 

It may be true that in time any ma- 
chine reducing the need for human 
labor will enrich life by releasing more 
persons from the work of merely sus- 
taining human physical life, so that 
their energies may be devoted to ex- 
panding and beautifying the world of 
material existence and to enlarging the | 
frontiers of mental experience. ` But in 
our appetite-guided pursuit of happi- 
ness, in our urgent desire to free our- 
selves from drudgery, we cannot safely 
ignore the revolutionary social up- 
heavals that rapid improvements of 
industrial machinery produce. We 
cannot permit the gifts of science and 
invention, the enormous social contri- 
butions of a Michelson.and an Edison, to 
be ruthlessly transformed by men of ac- 
quisitive genius into so-called “wealth” 
which is nothing but the name for 
a claim‘ against the workers, which 
probably they cannot be compelled to 
pay and which certainly they ought 
not to pay. 

It is just as unreasonable to impov- 
erish one’s own generation upon the 


promise that future generations will be 


made prosperous as to impoverish one’s 


. 
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own life upon the promise of happiness 
in an unknown future life. Industrial 
leadership has unfortunately copied 
too much of its technique from an anti- 
quated religious leadership. Its eco- 
nomic notions are frequently as out 
of date as the Puritan Sabbath. De- 
spite the prophecies of its banquet 
orators, future generations will never 
know the impossible combination of a 
satisfied plutocracy and a contented 
democracy. Those who have eyes 
capable of seeing should at least point 
out the economic absurdity of this 
anticipated social order and the politi- 
cal certainty that any population not 
composed of anæmic imbeciles will 
eventually destroy a ruling class that 
becomes obviously insane. 


INCOMPETENCE oF Ruxine CLasses 


It seems necessary in this time of 
economic depression to lay the founda- 
tion for a discussion of the future upon 
a consideration of the demonstrated in- 
capacity of the social leadership whose 
day is passing. But from Pharaoh to 
Bourbon to date, there is no record of a 
ruling class which filed a petition of 
voluntary bankruptcy, without at least 
asking to be named receiver of the 
estate. Self-confidence in his capacity 
to rule others in the face of utter failure 
is to be expected in any masterful man. 

So today we observe a world equipped 
with the facilities for abolishing pov- 
erty, for guaranteeing, at least to all 
citizens of Western civilization, a toler- 
able security of food, clothing, and 
shelter, and a genuine equality of 
opportunity to realize their individual 
possibilities of enjoyable living—and 
we observe it in fact to be a world 
floundering in uncodrdinated efforts to 
recover from the greatest, most insane 
war in history, wobbling along on the 
brink of new wars, with millions of its 
trained and competent workers unable 
to find work, with food for millions 
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stored or not reaped, while millions seek 
food as a charity instead of as a recom- 
pense for labor. 

We are offered any number of expla- 
nations, but seldom the only compre- 
hensive explanation, which is that the 
political-economic system under which 
the present ruling classes have pros- 
pered and governed is fundamentally 
unsound and that those who really be- 
lieve in it are mentally incompetent to 
rule the world. Only an incorrigible 
optimist or a cruel pessimist could 
enjoy painting a vision of the future of 
any industry or any people struggling 
to conform to such a system under such 
direction. 


Fauury Conpuct OF 
ELECTRICAL Inpustry 


In the electrical industry the opera- 
tions of the prevailing system areclearly 
exemplified. We find many of the 
largest operations in this field con- 
ducted in a financial structure which is 
economically indefensible, with a maze 
of holding companies and operating 
companies and bonds and debentures 
and stocks which offer gambling chances 
instead of security to the investor, who 
in many instances would never invest 
if he knew how insubstantial were the 
claimed values behind his securities. 
We have here also an industry openly 
operating for the most part on the 
policy that commercial enterprises 
should be favored over domestic con- 
sumers, thereby making it much easier 
to increase production than to increase 
consumption-—encouraging one of the 
worst faults of our industrial leadership. 

We find here also an industry domi- 
nated by an un-American labor policy, 
denying the historic freedom of Ameri- 
can life to its employes, and at best 
subjecting them to a degrading sort of 
paternalism. Worst of all, we find 
that this industry has produced the 
newest, the latest, and perhaps the 
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largest crop of private regulators of 
government who have, as an industrial 

‘policy, deliberately sought to control 
government and public opinion through 
a systematic corruption of public offi- 
cials and through persistent methods 
of poisoning the sources of public opin- 
ion and even public education. These 
are not rumors that I repeat. This is 
knowledge gained from years of per- 
sonal experience.. For years, the elec- 
trical industry in Chicago and Illinois 
has nourished a political government of 
gangsters and grafters. The future of 
this industry under such a leadership is 
not bright with a promise of advancing 
the general welfare. 

There is, however, a reasonable basis 
for believing that a new leadership must 
arise and is arising in human affairs. 

- There are voices speaking with au- 
thority, to which men are listening all 
over the world, demanding that politi- 
cal and economic theories and assump- 
tions which have been proved false 
must be discarded in favor of coura- 
geous experimentation with ideas that 
may be unsound but at least have not 
been proved unsound. A sane man 
need not approve of the Russian experi- 
ment, or the Italian; he may even pre- 
fer the degrading American dole to the 
English. He may believe in the public 
operation of schools and post offices 
and water systems, but think that pub- 
lic operation of railroads or telephones 
ot power plants would destroy demo- 
cratic government and whiten the red 
blood of a once free people. 

But no sane man can approve of a 
mad program of organizing for mass 
production without organizing for 
mass consumption; or of socializing 
industry under monopolistic controls in 
order to preserve individual freedom 
and the competitive incentives; or of 
enthroning a class control of govern- 
ment in order to avoid a class struggle 
and to preserve democracy; or of pro- 


THE ANNALS OF THE AMERICAN ACADEMY 


moting public service and advancing 
the general welfare by inciting selfish 
greed and encouraging the hope of 
extortionate private profits. 


' QUALITY or INDUSTRIAL 
LEADERSHIP 


Since, however, there are today great 
lords of government and commerce and 
finance who publicly espouse such mad 
programs, it seems that this large and 
vocal leadership is either simply feeble- 
minded or else “crazy like a fox,” with 
the predatory cunning that has neither 
intellectual nor moral integrity. There 
is entirely too much of this leadership 
in the electrical industry, although 
there is also evidence of some much 
more intelligent and honest. leadership 
in the same field. Public-spirited ut- 
terances are entitled to acceptance as 
sincere if they are not accompanied by 
deeds hopelessly at variance with ex- 
pressed opinions. It is fair to observe 
that an operator beset on one side by 
grasping money lenders and on the other 
by venal politicians, may not always 
be able to square his honorable profes- 


` sions of public service with his exploi- 


tation of consumers or his coruption of 
public servants. 

There is, however, one test of our 
industrial leaders which can be applied 
with fair accuracy; that is, the respect 
they pay to an honorable opposition. 
There are political leaders of undoubted 
probity; there are social scientists of 
unquestioned wisdom who do not 
agree with them. There are political 
and economic principles and facts of 
plain validity which do not agree with 
their ideas. The spokesman of a pri- 
vate interest may well give respectful 
consideration to such men, such princi- 
ples, and such facts, even when re- 
quired to oppose them in promotion of 
his business. Thus he may indicate 
honesty, intelligence, and sanity. If, 
however, he resorts to the propaganda 


Tue FUTURE or POWER AND THE PUBLIC 


that seeks to undermine the opposition 
with misrepresentation, insinuation, 
half-truths, and downright falsehood, 
he is certainly not honest, probably not 
very intelligent, and likely to be just a 
little insane. 

In the unified activities of the elec- 
trical industry through such agencies 
as the National Electric Light Associa- 
tion and the Joint Committee of the 
National Utility Association, there has 
been entirely too much evidence of this 
latter type of leadership. It has been 
very evident in the financing and pub- 
lic relations of many large electrical 
utilities. It has been abominably 
evident in the apparent effort of the 
whole industry to mislead the public 
regarding the profound interest of 
every one in effective public control 
over public utility service and in the 
relative merits of private and public 
ownership. Let me give two ex- 
amples. , 

Some years ago I had a debate with a 
prominent operator and spokesman for 
the electrical utilities in which he 
brought forward statistics to show that 
the average householder spent only 5.7 
per cent of his income for fuel, gas, and 
electricity, with less than 1 per cent 
for electricity. In reply, I presented a 
hasty estimate, since verified, that the 
average cost of public utility service 
per family, which is paid largely in- 
directly in the price of everything 
bought, is about $400 per year. Ob- 
viously, this is much more than 5.7 per 
cent of the average family budget. I 
do not charge this speaker with an 
untruth, or even with intent to de- 
ceive; but he conveyed to his listeners 
a wholly false impression of the im- 
portance to them of public utility rate 
regulation. 

One more example. The president 
of a great electrical utility, urging on 
one occasion that “the plain facts” be 
told, made the extraordinary and 
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frequently quoted misstatement: “Out 
of all the experiments from Pharaoh 
to Pinchot, there is not a single known 
instance where government ownership 
—national, state, municipal or other— 
has been beneficial.” This, of course, 
is just a falsehood of such mammoth 
proportions that even dishonesty or 
stupidity cannot be the explanation. 
It is a clear example of a certain form 
of lunacy. 


Eneyurs or Society 


This same gentleman proclaimed all 
advocates of government ownership to 
be “enemies of society.” Never hav- 
ing been an enthusiast about govern- 
ment ownership, I have sometimes 
regarded particularly zealous advo- 
cates as pests. But I have always 
recognized that, as persons taking an 
intense and continuing interest in pub- 
lic service, they were, in comparison 
with ordinarily apathetic citizens, ex- 
ceptionally good friends of society. 
And the loud-speakers of the electrical 
industry have gradually been convert- 
ing me to an understanding that there 
is hardly a worse enemy of society than 
the man who under guise of rendering a 
public service is in fact devoting him- 
self to squeezing the maximum of pri- 
vate profit out of a public need. 

Robbery, forgery, embezzlement, 
and other recognized crimes against 
persons and property are a plain chal- 
lenge to law and order. The grafting 
politician is generally recognized as a 
public enemy. Private industry is 
more or less a battlefield without many 
pretenses of ethical behavior. An 
automobile salesman with a sense of 
humor said to me: “I can conscien- 
tiously assure you — so far as there is 
any conscience in this business!” 
The avowed opponent or competitor is 
a fit member of a competitive society. 
But the profit maker who tries to 
disguise himself as a public servant may 
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properly be compared to a racketeer 
in a policeman’s uniform. 

The private owners and operators of 
public utilities are engaged in the 
business of making as much money as 
possible; and while they may enjoy a 
sense of public service just as much as a 
dry goods merchant (or a wet goods 
merchant), they are not selected by 
the public or responsible primarily to 
the public. ‘They are chosen by men 
who have invested money in order to 
make money out of selling something 
that a large number of people must buy. 
When they describe themselves as 
public servants, they are attempting to 
divert attention from the fact that 
they are private servants. No man 
can serve two masters. When they 
treat their public obligations as though 
they were voluntarily assumed instead 
of imposed on them by law, they are 
attempting to make a virtue out of a 
necessity. When they seek an unques- 
tioning’ public confidence, they are 
attempting to gain a freedom from 
control, which private pressures will 
compel them to abuse. The public 
confidence which they seek to obtain 
and that which they are entitled to 
receive were both expressed. by the 
housewife who said: “I believe in 
selecting a good butcher and then I 
stand behind him—right behind him 
when he cuts the meat.” 

If it seems to be the indication of 
these remarks that I believe the private 
operators of public utilities are enemies 
of society, I would make it clear that it 


‘ is particularly this pretense of public . 


service that I regard as hostile to the 
general welfare, just because genuine 
public service is so urgently needed. 
It seems to me that the time is already 
here when all essential industries must 
accept a definite social responsibility 
and be subject to some measure of 
effective control in the interest of con- 
sumers and workers, in modification of 


Tar ANNALS OF THE AMERICAN ACADEMY 


their present absolute control by own- 
ership. One of the principal barriers 
to a clear understanding of this prob- 
lem and the means for its solution, is the 
universal pretension of large enter- 
prises that they are already responsive ` 
to social obligations. And the pri- 
vately owned public utilities are the 
worst offenders in this profound deceit. 

It is true that many large industries 
recognize their responsibilities to their 
customers in some degree in order‘ to 
retain their patronage; and to their 
employes in a lesser degree in order to 
retain their services; and to the general 
public in a minor degree in order to 
retain the uncertain value of good 
public relations. But the responsi- 
bility of every industry to all other 
industries and to society as a whole is 
very little recognized; yet that plan- 
ning and codrdinating which is neces- 
sary to preserve a balance between > 
producing and consuming power is 
just as vital to the permanent health of 
every corporation and every industry 
and every nation as all the planning and 
codrdinating to balance capital cost 
and labor cost against selling price, 
and to balance possible production 
against probable consumption, which 
absorbs so much executive energy in 
the individual corporations today. 


SELECTING THE MACHINERY OF 
. CONTROL 


It is not my proposition that politi- 
cally organized boards—that govern- 
mental regulators of industry—are 
inevitable. I have the deep-seated 
prejudice of a libertarian against creat- 
ing a multiplicity of boards empowered 
to write rules and regulations, to build 


, fences and runways all around us, so 


that we may be classified and segre- 
gated like cattle and sheep, and then 
branded and driven to meadows and 
stalls and cattle cars, and fed and 
milked and sheared and eventually 
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used up in the service of some abstract 
concept of society. To me, the su- 
preme function of social organizations 
is to create freedom—to give as far as 
possible to every individual an equal 
` opportunity to do his best, or his worst, 
for himself. There is no fertile soil for 
Marxian socialism in that philosophy. 

But the principal choice between 
self-government in industry and out- 
side government over industry is the 
manner of selecting the governors. 
Any machinery of control must have 
_sanctions—a power of compulsion which 
either directly or indirectly will check 
self-interest, so that an individual may 
not seek a temporary or special gain at 
the expense of the permanent or gen- 
eral gain. If imdustrial leaders are 
capable of self-organizing for social 
control, they are capable of dominating 
any political organization of industry. 
If they are incapable of voluntary co- 
operative action, political action will 
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be inevitable, either soon and peace- 
fully or late and forcibly. This is no 
more the threat of Communism than 
of Fascism or some other form of 
dictatorship. It is simply the state- 
ment that the old order is passing and 
will soon be gone. 

The future of electrical power and 
the public is bound up in the future 
relations of man power and money 
power. It is dependent on the solu- 
tion of that great problem of develop- 
ing the social power necessary to 
control and utilize those superhuman 
physical powers now available to man- 
kind. The electrical industry is en- 
gaged in producing one of the greatest 
of these superhuman powers. The 
directors of this industry may well be 
among the first to appreciate the urgent 
need for social controls to insure that 
the monster forces they are unleashing 
may be speedily harnessed in the serv- 
ice of mankind. 


Donald R. Richberg, Esq., is a member of the Chicago 
Bar, who has specialized in public utility and labor law. 
He isthe author-of several books and a contributor to mag- 
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Vows, Huen and Marcarer. The purpose very well. Neither the physicist 
Quest for Power. Pp. xv, 854, London: nor the electrical or chemical engineer will 
Chapman & Hall, Ltd., 1931. 16/s. feel that his field has been fully covered, 
This book was written for the intelligent but he will certainly gain a good general 

general reader as well as for the specialist view of the long struggle men have had to 


in one branch of engineering who may be wrest power from the elements. 


the general reader in another. It fills that Starting with a division on the appren- 
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ticeship of toil, there is a good, workman- 
like account of man as a tool maker, the 
control of water, early structural achieve- 
ments, early transportation, the beginning 
of the iron age, and counting and measur- 
ing. The second division, the age of power, 
covers the coming of the steam age, with a 
reasonably lengthy discussion of the steam 
turbine and the water turbine. There are 
separate chapters on internal combustion 
` engines, the mechanical transmission of 
power, electrical generation and transmis- 
sion, and power-operated tools. 

A third division is on the materials of 
power, coal, oil and alcohol, iron and steel, 
and other metals. There, is a somewhat 
brief epilogue on world power and the fu- 
ture, in the course of which some weight is 
put on the possibilities of the gas turbine. 

The book is written by English people 
and dedicated to Booth, the inventor of the 
vacuum cleaner. The illustrations, of 
which there are a considerable number, 
include some American and German plants, 
and an honest attempt to cover the whole 
world has been made. 

The story of man’s quest for power is 
always fascinating, and while this is not a 
brilliant nor exciting book, it can be of con- 
siderable value. The effect of the changing 
industrial technique on social institutions is 
not included. 

STEPHEN RAUSHENBUSH 

Harrisburg, Pa. 


Larter, Harry W. Concentration in 
American Industry. Pp. xvi, 501. New 
York: Thomas Y. Crowell Company, 
1931. $3.75. 

This is a factual survey of the present 
status of concentration of control in the 
main branches of American industry. 
Beginning with the natural resources, the 


author proceeds to examine the conditions ' 


of ownership in the public utilities, finance, 
marketing, and even in agriculture. While 
no attempt i is made to measure. trends, still 
from the facts presented it is evident that 
the process of concentration has advanced 
with accelerated speed since the War. The 
‘merger and consolidation movement is 
rapidly spreading into every field of eco- 
nomic endeavor, although faster in certain 
lines than in others. The author sees a 
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rapid disappearance of the small entrepre- 
neur in practically every division of eco- 
nomic activity, In the process, he discerns 
“a definite swing” toward monopoly in 
many branches of industry and commerce. 

Following his survey of the facts, Dr. 
Laidler devotes a section to a consideration 
of the trust laws and an interpretation of 
the trends. In the reviewer’s judgment 
this is the least satisfactory part of the 
book. The interpretation is largely a re- 
view of the factual material previously 
presented, Little space is given to the 
factors underlying the movement or to the 
significance of large-scale operation in 
human relations, It is obvious that Dr. 
Laidler views the developments with some 
alarm. He does not think, however, that it 
is possible to return to the small-unit basis. 
His hope lies in the possibility of public con- 
trol and perhaps state direction of industry. 
In this respect he sees in the movement a 
demonstration that large-scale operation 
under state management is quite feasible. 

If space permitted, certain criticisms 
might be made of the general structure of 
the book. Certain sections receive far more 
emphasis than others. For instance, forty- 
six pages are devoted to a consideration of 
concentration in the production of “Our 
Food”; this is followed by a seven-page 
chapter on concentration in the production 
of “Our Wearing Apparel.” Other exam- 
ples of lack of balance might be pointed out. 
On the whole, however, the subject is 
handled objectively and factually, and the 
book is a real contribution in the field. 

R. D. McKenzre 
University of Michigan 


Wormser, I. Maurice. Frankenstein, In- 
corporated. Pp. x, 242. New York: . 
Whittlesey House, McGraw Hill, 1931. ` 
$2.50, , 
The incomé tax returns for 1930 reveal 

that forty-five railway, fifty-eight public 

utility, and ninety-seven industrial corpora- 
tions reported 40 per cent of the Nation’s 
income, Although these represent only 
líg of 1 per cent of the total number of 
corporations filing tax returns, neverthe- 
less they control more than 35 per cent of 
the entire business wealth of the country, 
excluding the economic assets of the gov- 
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ernment, agriculture, and the learned 
professions. 

Thus it appears that the Corporation has 
become a modern Prometheus which threat- 
ens the security of its creator, the State. 
It affects alike the position of individual 
enterprisers, wage earners, and security 
holders throughout the United States. 
Professor Wormser feels that the corporate 
child may need an aperient medicine, and, 
if it persists in its predatory urge, the parent 
State will be compelled to step in and ad- 
minister the laxative. _ 

In arriving at this conclusion the author 
traces the rise of corporations abroad and 
their growth in the United States—with 
special emphasis on trusts and monopolies. 
He points out the advantages of incorpora- 
tion, together with the ills and abuses, and 
the cures therefor. Mr. Wormser examines 
the influence of corporations upon the pro- 
fessions—especially the legal profession— 
and the attitude of the corporation towards 
the people. He concludes that the present 
system of corporate property rights is 
wholesome, but its attendant evils must be 
eliminated. If the corporation refuses to 
regulate itself, then the State should ad- 
minister the purgative. And the purgative 
“must conform to the mores of people and 
the needs of business.” 

The volume is a plea for the socialization 
of capitalism, and merits the attention of 
every one interested in its preservation and 
improvement. Unfortunately the volume 
lacks an index, errors in spelling are present 
(p. 180), and, in the opinion of the reviewer 
entirely too much attention is paid to the 
pronouncements of Pope Leo XIII and 
Pope Pius XI (pp. vi, 82, 232, and 238). 

Jonn F. Hervey 

Temple University 


Bowpen, Rossrt Doueras, In Defense of 
Tomorrow. Pp. 210. New York: The 
Macmillan Company, 1931. $2.00. 
This book is a defense of the machine age 

and an effort to interpret it in the light of 

cultural change. Throughout, the author 
considers and challenges the frequent in- 
dictments of standardization, mechaniza- 
tion, and materialization made against 
modern American civilization, and their 
widely heralded results such as the shrink- 


159 


age of the American soul, the dead levelism 
of democracy, the racial impoverishment, 
the crushing of the individual, the sterility 
of religion, and the increasing intellectual 
dependence of the masses. 

In opposition he contends, in part, that 
religion is becoming free (70); culture 
increasingly provides outer comfort and 
inner happiness for the greatest number 
(75); democratic government is moving 
slowly but is depending upon science to 
lead the way (125); education is providing 
opportunities for self-development of all and 
the self-control of each (151, 154); interest 
in creative work is unprecedented, architec- 
ture and design is distinctive, and litera- 
ture is developing an essential unity and 
simultaneously an utter lack of standardiza- 
tion of form and pattern (178). 

The author is quite correct in his objec- 
tions to the popularistie muckrakers and 
calamity howlers. His treatment is sane, 
in good taste, and, on the whole, well 
balanced. Happily, it is quite devoid of 
Pollyannian or Rotarian ecstasy. But it is 
very definitely and frankly an attempt to 
show the “silver lining” of Western civili- 
zation, and, as such, is no more scientific 
than Spengler and others whom the author 
criticizes. 

J. O. HERTZLER 

University of Nebraska 


Suicurer, Sumner H. Modern Economic 
Society. Pp. vii, 909. New York: Henry 
Holt and Company, 1928, 1929, 1930, 
1931. : 


In his Preface, the author rests his case 
for a new text in economics on the necessity 
for a realistic and up-to-the-minute treat- 
ment of the subject. He claims that his 
own work “represents an effort to reduce 
the lag between the specialized and mono- 
graphic work and the more generalized 
descriptions of our industrial system.” 

The book opens with two introductory 
chapters, entitled respectively “The Con- 
trol of Economic Activity” and “Some 
Fundamental Economie Concepts,” which 
are contiguous but not connected except in 
a kind of companionate marriage. The 
book concludes with a brief section entitled 
“Some Constructive Suggestions.” Hence 
it is to be inferred that the social control of 
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business is the theme song of this work, 


even though it is obscured at times by a 
rather heavy Wagnerian technique, In 
brief, the author’s approach to, this business 
economy is teleological. 

The familiar divisions of Production, 
Value, and Distribution wear different 
dresses. Thus, Part IT, entitled “Some 
Basic Characteristics of Our Existing 
Economie Order,” devotes about 200 pages 
to what is ordinarily thought of as produc- 

tion economics. Again, Part IIT, entitled 
“The Operation of the Existing Economic 
Order,” devotes about 550 pages to the 
combined treatment of value, distribution, 
and practical problems related to them. 

The institutional approach can be read 
in the titles of the individual chapters. 
Naturally, a vast amount of quantitative 
data is utilized. Nevertheless, the author 
is not so much of a heretic in his treatment 
of theory as might be supposed, 

The book is difficult reading, not only 
because of the mass of factual material which 
is introduced, but also because the authar 
consistently strives to weave together the 
concrete facts and the theoretical principles. 
Economic laws are not naively treated as 

: simple generalizations, nor are economic 
` realities .conveniently regarded as mere 
exceptions or as offsetting influences to an 
assumed general ‘tendency. Herein, of 


course, lies the author’s chief difficulties of . 


exposition; but herein also lies the chief 
merit of his work. 

- Although each teacher of introductory 
economics has his own ideas concerning the 
selection and organization of material and 
the adequate treatment of theory (or the 
treatment of adequate theory), every 
teacher will welcome this new book, which 
makes an honest and heroic attempt to 
come to grips with things as they are. 
Professor Slichter is to be congratulated 
for his failure to indulge in shadow boxing 
or in the slaying of straw men. 

S. HOWARD PATTERSON 
University of Pennsylvania 


GRAY, ALEXANDER. The Development of 
Economic Doctrine. Pp. 384. London: 
Longmans, Green and Co., 1931. $2,00. 
This little- volume by Professor Gray of 

the University of Aberdeen lives up to its 
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title, in that it is merely a very brief survey 
of the history of economic thought. Never- 
theless, it presents a rather clear story of. 
the various schools of thought by carefully 
selected types, by stressing important fig- 
ures, and by omitting masses of detail, It 
is to be regretted, however, that the author 
feels it necessary in so brief a vclume to go 
back to Plato and Thomas Aquinas, and 
to omit such important modern figures as 
Alfred Marshall and the development of 
neo-classical thought, to say nothing of the 
historical school and their descendants, the 
modern institutionalists, and the various 
radical schools which claim Marxian origin. 

The book possesses the characteristic of 
readability. Like the volume by Gide and 
Rist, it is interesting as well as mstructive; 
but it is most similar in method and content 
to the history of economic thought written 
many years ago by J. K. Ingram. 

In addition to its brevity and lucidity, 
the volume of Professor Gray ïs scholarly. 
Its pages are well documented, and the 
British author does not hesitate to use oc- 
casionally a classical term from the Greek or 
Latin. Nevertheless, the reviewer could 
not help noticing that the treatment of 
Senior was based on the Jatter’s little 
volume, “Political Economy,” which was 
originally prepared merely for the Encyclo- 
pedia Metropolitana. Professor Gray 
ignores the recent discovery of Senior’s large 
manuseript, which was edited by S, L. 
Levy and published in 1928. 

S. HOWARD PATTERSON 

University of Pennsylvania 


Arxins, Wituarp E. et al. Economic Be- 
havior. 2 vols. Pp. xiii, 601, 562. Bos- 
ton: Houghton Miffiin Company, 1931. 
$3.00 each. 

Here is something different in a textbook 
in economics. The authors have design- 
edly rejected the conventional treatment in 
terms of utility, value, price, and the hypo- 
thetical assumptions that underlie what is 
commonly known as classical theory, for an 
institutional, approach. An institution is 
defined as “any widespread and complex . 
mode of habitual behavior or thought”; or 
again, ‘ ‘An institution consists of behavior 
in flux,” 

No better portrayal of the purpose atid 
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the character of treatment can be given 
than a quotation from the Preface. ‘“In- 
stead of a treatment of land, labor, capital, 
and enterprise as factors of production, 
there will be found a description of the busi- 
ness enterprise as a going concern. In- 
stead of subjective utility, in fact the whole 
value theory, the conduct of buyers and 
sellers is described under varying sets of 
conditions that obtain in the market. In- 
stead of interest rates in terms of absti- 
nence, the description runs in terms of the 
saving habits of the people, the policies of 
the Federal Reserve System, and the 
swings of the business cycle. Instead of a 
normative equilibrium, a picture is given 
of the varying situations in terms of which 
behavior proceeds.” 

Unlike some other attempts in this same 
direction in the past, the authors have been 
true to their declared purpose, and as a re- 
sult the two volumes consist of a description 
of economic processes. Generally speak- 
ing, the work is well done, although there 
are differences in the effectiveness in differ- 
ent sections, which is probably unavoidable 
in a joint product and in a venture so 
radically different from what has obtained 
in the field. 

In the main, the approach is from the 
point of view of the acquisitive business 
unit. At times, however, the treatment 
runs from the social point of view, and it is 
not altogether apparent that the authors 
have been aware of the shift in point of 
view. At certain points the treatment de- 
parts from mere description of the economic 
processes, and an undertone of criticism of 
existing conditions is observable. One 
might ask what standard of criticism of 
existing economic processes is consistent 
with an institutional approach. 

The style, while generally good, is not 
even throughout the two volumes. In the 
opinion of the reviewer, Chapter XVIII, in 
which a hypothetical dialogue is used to 
convey ideas that could be stated just as 
effectively in less space, is on a distinctly 
lower plane. There is a marked contrast 
between Chapters XVIII and XIX in the 
character of style used. 

The real question of interest to teachers 
is, How will this new venture help in pre- 
senting the subject matter of economics to 
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college students? Opinions will doubtless 
differ sharply on this question. Those 
who are impatient with conventional theory 
will welcome these two volumes as a sig- 
nificant contribution in the right direction. 
Those who still have faith in the older type 
of theory and believe that, in addition to ac- 
quainting students with economic processes, 
a part of the function of an introductory 
course is to furnish a basis for interpreting 
the facts that students may know will be 
less enthusiastic. These latter, however, 
will find the volumes helpful as furnishing 
supplementary readings descriptive of the 
economic processes, 
F. S. DEIBLER 
Northwestern University 


Caruron, Frank T. Economies. Pp. ix, 
871. Boston: D, C. Heath & Company, 
1931. $2.40. 


Professor Carlton has presented a brief 
formulation of economic principles in a 
very readable form. His approach is in 
accord with most standard texts in the field 
and he has covered in less than four hundred 
pages, in addition to what is known as 
“principles,” most of the conventional 
“applied problems,” such as transportation, 
public utilities, international trade, the 
tariff, labor, public finance, taxation, and 
social reform. 

His adaptation seems to be aimed par- 
ticularly at, engineers and those actively 
engaged in productive work. For these and 
for others who wish a brief statement of 
economics, the volume will be helpful. 

F. S. DELER 

Northwestern University 


Mircuett, W. N. Production Manage- 
ment. Pp. xi, 422. Chicago: University 
of Chicago Press, 1931. $4.00. 


This is a worthy book. It is a text for 
introductory courses in production manage- 
ment for students of business in schools of 
commerce. It is not aimed to satisfy the 
needs of students in schools of engineering. 

Because of its purpose, the plan of or- 
ganization and the treatment adopted dif- 
fer from those ordinarily employed for 
texts on industrial management offered to 
technical schools. The viewpoint taken is 
that of the chief production executive in a 


162 


manufacturing concern, rather than that of 
the general manager of such an enterprise. 
The material deals with certain administra- 
tive problems and situations arising out of 
the responsibilities of production executives. 
Students of marketing, accounting, and 
finance need such an acquaintance with 
production to arrive at a more complete 
understanding of their own special fields of 
interest. 

Three major groupings have been made 
of the administrative problems selected: 
(1) those that concern adequate provision 
and control of plant facilities; (2) those that 
have to do with the control of materials and 
the maintenance of product standards; (3) 
those that are essential in the efficient op- 
eration of the plant. 

The treatment is specific in that a given 


problem or group of problems is introduced. 


into each chapter; it is general in that it 
does not go far into detail, nor does it at- 
tempt te give quantitative factors and 
results, nor is there an overburden of illus- 
trative matter. This feature is one of the 
strong points of the book. Another is a 
satisfying adequacy of the discussion. 
Within the scope of its purpose, the selec- 
tion of topics is gratifying. Free use has 
been made of quoted material, and the au- 
thor reveals himself as thoroughly ac- 
quainted with the best of the literature on 
production management. 

One fourth of the book is given over to 
an Appendix subdivided according to the 
chapters of the text. For each chapter there 
is a Bibliography of selected readings, anda 
classified list of exercises and questions. 

In a book on such a broad subject, any 


reviewer can find elements that he might. 


wish otherwise. As illustrations: time and 
motion study is presented from the point 
of view of establishing standard times, 
rather than improvement of processes and 
operations; formulated principles are in 
general subordinated to statements of 
operating policies. The few occasions for 
comment of this kind but emphasize the 
. thoroughness of the general treatment. As 
an informative presentation, the book 
should find useful application outside of the 
college classroom. 
L. P. Atrorp 
New York City 
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Srocxine, Gzorcz W. The Potash Indus- 
try: a Study in State Control. Pp. xii, 
843. New York: Richard R. Smith, Ine., 
1931. 83.00. 

Rarely has a painstaking and scholarly 
study of an industry appeared at such an 
opportune moment as has Professor Stock- 
ing’s volume on potash. In the past few 
years the evidence of the failure of the 
competitive system in oil and coal has con- 
vinced all but the most hard-shelled of the 
“fundamentalists of laissez faire” that 
thoroughgoing measures of social control 
are urgently required. - To this conclusion, 
Stocking’s earlier volume on oil contributed 
materially. 

The present potash study, based on a . 
first-hand analysis of the German situation, 
is in one respect even more valuable.. Our 
potash resources are just beginning to be ' 
exploited. We have the opportunity of 
forestalling in large measure the mistakes, 
not to say the imbecilities, of our exploita- 
tion of oil and coal. And despite the dif- 
ferences in institutions and policies bytween 
Germany and the United States, we can 
avoid many pitfalls in developing potash, 
by keeping in mind the German experience 
so completely treated here. 

The concluding chapters on American 
potash and its possibilities demonstrate the 
need of the economic statesmanship hereto- 
fore so conspicuously absent. in our exploita- 
tion of mineral resources. As a basis for 
the program of social control of potash, 
which is suggested but not detailed in this 
book, statesmen of the future must rely in 
large measure on such work as Stocking’s. 

CHARLES A. GULICK, JR.. 

University of California 


ARENDTZ, Hermann F. The Way Out of 
the Depression. Pp. ix, 105. New York: 
Houghton Mifin Company, 1931. $1.00. 
After emphasizing the fundamental in- 

fluence of a falling price level in producing 

the present worldwide depression, the au- 
thor of this attractive little book turns his 
attention to the various changes in the 
monetary organization by means of which 
rising prices might be attained. His choice 

falls upon international bimetallism at a 

ratio of 80:1, and some good arguments are 

presented for the remonetization of silver. 


Boor DEPARTMENT 


The book is lucid and the arguments carry 
much conviction, but the reader is left with 
a feeling that the potential reconstruction of 
the gold standard along international lines 
is dismissed too briefly. The author wishes 
to convince his readers on behalf of silver; 
but even if the conclusion is not accepted, 
the book is worth reading for the clarity and 
the simplicity of its analysis. 
F. Cyri JAMES 
University of Pennsylvania 


Woop, Louis AusreY. Union-Manage- 
ment Coöperation on the Railroads. Pp. 
xiv, 326. New Haven: Yale University 
Press, 1931. $4.00. 


Louis Aubrey Wood, Associate Professor 
of Economics, University of Oregon, spent 
the academic year 1928-1929 as a Sterling 
Research Fellow in the Graduate School of 
Yale University. This book is the result of 
his research work during this period in the 
nature and the extent of the coöperation 
between organized labor and railroad 
managements in the field of maintenance of 
equipment. It traces the movement to 
give railroad employees a share in the re- 
sponsible management of industry, through 
an examination of the conditions obtaining 
in railroad shops pursuing a policy of men- 
and-management coöperation. 

The relations between employees and 
employers in the railroad shop crafts in the 
past—sometimes placid and sometimes 
exceedingly strained as in the case of the 
shopmen’s strike of 1922—are traced down 
to the present union-management cotpera- 
tive plans, the first of which made its ap- 
pearance in 1923. The leading methods 
systematized plans of coöperation are 
analyzed, particularly those of the Balti- 
more and Ohio, the Chicago and North- 
western, and the Milwaukee Railroads. 

Chapters are devoted to the technique of 
coöperation, the attitudes of employees and 
management, materials and working condi- 
tions, improvement in employee morale, 
the stabilization of employment, apprentice 
training, sharing of gains, incentive wage 
payments, and the problems involved in the 
extension of union management in other 
railroad departments. 

The author concludes, as a result of the 
data collected and views expressed by men 
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and managements, that union-management 
coöperation has been helpful in improving 
railroad labor relations, despite the fact 
that only seven years of experience with the 
plan are available upon which to draw con- 
clusions. He believes the plans as tried 
out in the railroad shop crafts should be 
continued and tested in other railroad de- 
partments and in other industries, with 
such modifications as are deemed necessary. 

The book is based upon first-hand sources 
and it is written so that it can be read with 
interest and profit by those outside the 
transportation industry as well as by those 
who are more or less familiar with condi- 
tions in the railroad labor world. The data 
collected and the views recorded by the 
author, as well as his own observations, are 
of value in the improvement of working 
conditions in the railroad and other indus- 
tries. 

G. Liorp Wirson 
University of Pennsylvania 


Brvenipes, Sir Wiraram H. Causes and 
Cures of Unemployment. Pp. 59. New 
York: Longmans, Green & Company, 
1981. $1.00. 

It is an achievement to get so much in- 
formation into fifty-nine pages as is con- 
tained in these six radio talks from England. 
Sir William Beveridge, Director of the Lon- 
don School of Economics, was formerly 
director of the National Labour Ex- 
changes and was influential in formulating 
legislation inaugurating unemployment in- 
surance. 

The most original analysis is of what he 
calls the administrative factor in causing 
unemployment. “For years before the 
present slump, other industries and the 
state were paying to keep 30 per cent of 
unemployment in dock labour because the 
industry did not organize itself.” There- 
fore unemployment insurance crystallized 
unemployment in the dock industry. 
There was no inducement for the dock em- 
ployers to eliminate it. If a trade decays 
there is now less pressure to leave it—for 
instance, in the cotton trade, where per- 
petual short-time employment exists. 

The author finds the existing British In- 
surance System to be “the dole,” officially 
miscalled “insurance.” 
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Unemployment is regarded not as a dis- 
ease, but as a symptom of several distinct 
diseases. The remedies discussed are ra~ 
tionalization, credit control, long range 
planning of public works and so forth. 
Concerning all the orthodox remedies, the 
book contains illuminating and constructive 
comment, 

' Orro T. MALLERY 
Philadelphia 


Burcansr, F. Rosert. Municipal Self- 
Insurance of Workmen’s Compensation. 
Pp. xv, 72. Chicago: University of Chi- 
cago Press, 1931. $1.50. 

In this first of a series of publications 
under the City Manager’s Annual Award, 
Mr. Buechner, a city manager himself, re- 
views his impressions of the success of self- 
insurance by eight small cities of their 
compensation risk. On the basis of this 
restricted evidence, he finds that private 
insurance costs are much too high, that 
cities self-insured are more liberal than 
private companies in loss adjustment, but 
that all cities should set up special insurance 
reserves and not merely pay out of current 
income. 

C. A. Korr 

University of Pennsylvania 


Myers, Margaret G. New York Money 
Market, Volume I. Origins and Develop- 
ment. Pp. xv, 476. New York: Colum- 
bia University Press, 1931. $5.00. 


This is the first in a series of two studies 
of the New York money market prepared 
under the auspices of the Columbia Uni- 
versity Council for Research in the Social 
Sciences and edited by Professor Benjamin 
Haggott Beckhart. Money market is de- 
fined broadly to include “all the funds 
available for productive, commercial or 
speculative purposes, as well as the mecha- 
nism by which these funds are gathered 
together from holders not immediately 
requiring their use, and redistributed in 
answer to the needs of various classes of 
borrowers.” It covers the period from 
Colonial times to 1913, the Civil War and 
the founding of the Federal Reserve being 
considered the two great division points of 
our financial history. The topical rather 
than the strict chronological method is em- 
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ployed in tracing the development through 
each division. These subjects, however, 
are so broad and so many, and their inter- 
relations are so cross-indexed, that together 
they constitute a well-balanced, compre- 
hensive, and clear statement of the origin 
and the development of the New York 
market. Indeed, the focal character of the 
New York market is so emphasized that the 
book really treats the rise of our national 
money and credit economy rather than that 
of the metropolitan alone. The subjects 
especially well done are the call-loan market 
bankers’ balances, the foreign influence on 
our finances, the relation of the United 
States Treasury to the money market, and 
the commercial-paper market. The crying 
need for a central bank is pointed out 
time and egain in various connections, 
and the stage is thus well set for Volume 
TI, which will cover the period of the Fed- 
eral Reserve. x: 

The author has done an excellent piece 
of research. It indicates very broad and 
intensive reading, and great care to docu- 
ment elaborately every conclusion, to pre- 
sent both sides of disputed points, and to 
interrelate the various features of the 
money market in a way that gives the 
reader a concatenated and clear picture of 
the whole. Her style is free and forceful, 
One must regret that the book was not 
written in 1910, for it would have served 
wonderfully in promoting the education of 
the American public than under way in 
bank and monetary affairs, since it brings 
together the findings of the National 
Monetary Commission and other scholarly 
writings of the time, all aimed at so-called 
“currency reform.” The author has, more- 
over, delved deeply into new and original 
sources and has written a history and given 
an interpretation quite new and her own, in 
many respects. The book closes with a 
good 30-page Bibliography. 

Ray B. WESTERFIELD 

Yale University 


‘Witicox, Waurer F. (Ed.). International 


Migrations. Volume II. Interpretations. 

Pp. 715. New York: National Bureau of 

Economic Research, 1931. $7.00. 

Some years ago the Social Science Re- 
search Council approved of and financed a 
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statistical study of international migration, 
and intrusted the execution of the work to 
the National Bureau of Economic Research. 
The first part of the task, the collection and 
the publication of the official statistics, was 
performed by the International Labour 
Office at Geneva. The results were pub- 
lished in 1929 by the National Bureau of 
Economic Research, under the title Inter- 
national Migrations, Volume I, Statistics. 
The present volume completes the under- 
taking as at first planned. The volume is 
intended as “‘a critical interpretation of the 
migration statistics of those countries 
which have sent out or received the largest 
number of migrants, in a series of studies 
prepared by persons who were especially 
familiar with the statistics.” The first 
part of the volume is a study by Professor 
Willcox of population increase since 1650, 
The seven chapters in Part IZ deal with 
immigration currents into the chief receiv- 
ing countries, and a chapter on “Migratory 
Movements between France and Foreign 
Lands.” Part ITI consists of twelve studies 
of national emigration currents. The vari- 
ous papers are prepared in each case by 
scholars of the country affected by the 
migratory movements. The volume con- 
tains two Appendices: the first presents the 
various previous estimates of the world’s 
population; the second is a “Critique of 
Official United States Immigration Statis- 
tics.” The volume presents a rich body of 
data and critical interpretations that will 
be greatly appreciated by the students of 
population. 
E. B. REUTER 
University of Iowa 


Porxrovsry, M. N. (Translated and edited 
by J. D. Clarkson and M. R. M. Griffiths). 
History of Russia, from the Earliest Times 
to the Rise of Commercial Capitalism. 
Pp. xiii, 383. New York: The Inter- 
national. Publishers, 1931. $3.50. 

Kivucuevsxy, V. O. (Translated by C. J. 
Hogarth). A History of Russia. Vol. 
V. Pp. ix, 888. New York: P. Dutton 
& Company, 1931. $5.00. 

Horcmmson, Lcoun (Ed.). Hidden 
Springs of the Russian Revolution. Pp. 
xxi, 861. Stanford University: Stanford 
University Press, 1931. $5.00, 
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Soxotnrkov, GREGORY Y., and Associates, 
(Translated by Elena Varneck, edited by 
Lincoln Hutchinson and Carl Plehn). 
Soviet Policy in Publie Finance. Pp. xv, 
470. Stanford University: Stanford Uni- 
versity Press, 1931. $4.00. 

Moxrorov, V. M. The Success of the Five- 
Year Plan. Pp. 17. New York: The 
International Publishers, 1931. $1.25. 

Yaxovuev, Y. A. (Translated by Anna 


Louise Strong). Red Villages. Pp. 128. 
New York: The International Publishers, 
1981. $1.50, 


The foregoing English translations of 
various works of Russian authors form a 
welcome supplement to the profusion of 
treatises on Soviet Russia which, during the 
past year, has emanated from the pens of 
foreign observers of political, social, and 
economic conditions in the Union of So- 
cialist Soviet Republics, They not only 
afford the English reader an opportunity to 
obtain a historic perspective, which is 
essential to a proper appreciation of the 
October Revolution, but also present an 
interpretation of internal developments in 
Soviet Russia as seen through the eyes of 
Russian observers and Soviet spokesmen. 

The assertion is frequently made, and 
validly so, that no evaluation of the October 
Revolution is adequate and complete unless 
it takes cognizance of political and eco- 
nomic conditions as they existed in Russia 
under the rulership of the Czars. The 
several historical treatises above listed will 
help the student of Soviet affairs to obtain 
a better appreciation of the disintegrating 
forces which were slowly undermining exist- 
ing institutions in Russia during the last 
two centuries, and which found their cul- 
mination’ in the momentous upheaval of 
1917. 

Professor Pokrovsky’s scholarly treatise 
traces the development of Russia from its 
primitive social origins to the advent of 
commercial capitalism during the reign of 
Peter the Great. His interpretation of his- 
toric phenomena is that of the Marxist. 
Social and political institutions existing at 
any one time merely reflect the prevailing 
types of economic institutions. Class 
antagonisms are played up by the author 
wherever any historie justification can be 
discovered for doing so. But in spite of his 
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partisan viewpoint, Pokrovsky has made 
a real contribution to the-literature dealing 
with one period in the historic background 
of the Russian Revolution. - 

Volume five of the monumental work by 
the late Professor Kluchevsky presents a 
more formal and objective historical analy- 
sis than that of Professor Pokrovsky. It 
` begins with the reign of Catherine II and 
extends to the reign of Nicholas I during 
the first half of the nineteenth century. A 
brief summary of the principal phenomena 
of Russian history from the time of Peter 
the Great to the institution of the State 
Duma in 1906 is contained in the Appendix. 

In view of the frequently voiced opinion 
of foreign observers that there is no personal 
freedom for the masses in Soviet Russia 
today, the résumé of Count Speranski’s plan 
for social and political reform in Russia 
presented to Czar Alexander I in 1808, is 
rather illuminating: 

“Not a human being in Russia is really 
free save only Russia’s mendicants and 
Russia’s cultivators of philosophy. Re- 
form of the order in being, therefore, should 
begin with abolition of class relations as 
they at present subsist—with the abolition, 
that is to say, of the position of the social 
classes as it at present subsists (whence it is 
clear that Speranski meant to begin quite 
at the beginning, as the first Russian re- 
former ever to define, and to indicate, where 
the beginning lay).” (P. 146.) 

How strikingly similar is this somewhat 
awkwardly reproduced proposal, made to a 
Czar more than a century ago, to the 
avowed objective of the Communists, 
namely, the abolition of class differentia- 
tions, 

But a far more effective portrayal of the 
historic struggle of the Russian people 
. against despotism and autocracy than is 
contained in either of the foregoing his- 
tories is to be found in the personal mem- 
oirs of Katerina Breshkovskaia. Here, 
indeed, the reader may discover the “‘Hid- 
den Springs of the Russian Revolution,” 
for the narrative presents a vivid epitome 
of the political struggle against despotism 
and tyranny in Russia, extending over 
nearly a century. The impressions and 
recollections of this remarkably gifted 
woman cover “in considerable detail the 
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period from the moment when in 1878 he 





twenty-nine-year-old aristocrat first defi-* ` l 
nitely threw herself into the cause of revo- ' 


lution down to the failure of her dramatic 
attempt to escape from Siberia in 1881.” 
(P. xiii.) 

Having consecrated her life to the strug- 
gle for the freedom of the Russian masses, 
it is easy to understand why Katerina 
Breshkovskaia should feel unsympathetic 
and hostile to- the Communist régime in 
Soviet Russia. With a prophetic eye this 
extremely humane advocate of personal 
freedom concludes her memoirs, while in 
her second exile in Prague in 1922: “The 
restless current of inherited tradition, the 
hopes, the faith, the aspirations of the peo- 
ple, run counter to the new despotism 
which has gripped the country. My be- 
loved Russian people will sober down from 
their revolutionary madness, and we shall 
once more be able to work hand in hand 
with them in rebuilding a land of freedom, 
honor and true fraternity.” (P. 355.) 

The series of articles written by Soviet 
savants in the field of public finance, and 
collected in the volume entitled Soviet 
Policy in Public Finance 1917-1928, con- 
tains much information on fiscal ‘affairs in 
Soviet Russia, hitherto unavailable to the 
English reader. Beginning with a chapter 
on the financial system of prewar Russia, 
subsequent chapters, in order, deal with 
public finance in Russia during the Civil 
War, 1917-1921; the New Economic Policy, 
1921-1928; the prewar and present financial 
systems; budget expenditures during the 
years 1922-1923 to 1927-1928; and budget- 
ary control under a planned economy. The 
collection of articles concludes with a dis- 
cussion of the prospects for the develop? 
ment of the financial system of the U.S. S.R. 

Although the articles include much valu- 
able factual material, it requires careful 
analysis and interpretation to avoid un- 
sound conclusions. For example, the em- 
phasis placed on the relatively large 
governmental expenditures for war pur- 
poses in Czarist Russia as compared with 
the small governmental expenditures for 
cultural and educational purposes, may 
easily lead to misinterpretation unless 
adequate consideration is given to the ex- 
tent to which local governments provided 
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‘efor educational development. Further- 

“more, the concept “taxes” as applied in 
Soviet Russia, differs essentially from its 
technical use in capitalistic countries. 
Again, the application of the principles of 
uniformity and equality of taxation are 
regarded as essential to justice in taxation 
in the United States, while taxation is em- 
ployed in Soviet Russia largely as a means 
of ironing out class distinctions, and as 
an instrument of social policy. The class 
basis of levying taxes in Soviet Russia is 
repeatedly emphasized, and must con- 
stantly be borne in mind by the reader in 
order to avoid misinterpretation. 

A single statement, such as ‘‘Since the 
state and codperative organizations are 
taxable, taxation is also instrumental in re- 
distributing revenue between the state and 
codperative organizations” (p. 159), may 
serve to illustrate the need for extreme 
caution in interpretation of technical con- 
cepts used in public finance in the Soviet 
Union. The expression “public finance” 
itself as applied to a socialized economy, 
differs essentially from its application to an 
individualistic economy. 

But the need for careful analysis of sub- 
ject matter does not detract from the fact 
that the information has at least been made 
available, through the codperation between 
Soviet scholars and the editors of this series 
of articles. It is regrettable that the dis- 
cussions do not include more recent de- 
velopments in public finance in Soviet 
Russia, since the adoption of the Five- 
Year Plan. The period covered by the 
articles is chiefly from 1917 to 1928. 

The Success of the Five-Y ear Plan contains 
the full text of the report on the activity of 
the Government of the Soviet Union, de- 
livered before the Sixth All Union Soviet 
Congress held in Moscow in March 1931, 
by the Chairman of the Council of People’s 
Commissars. The title is somewhat of a 
misnomer, for fully half of the seventy- 
seven-page report is devoted to a review of 
the domestic and international situation of 
the Soviet Union. Much space is given by 
the author to refute the many charges made 
from time to time in capitalistic countries 
against alleged Soviet practices, such as 
“dumping,” employment of “forced labor,” 
and the like. The eminent Commissar 
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apparently .subscribes to the frequently 
voiced belief that the most effective way to 
combat propaganda is with more propa- 
ganda. No doubt his report was intended 
primarily for home consumption, and con- 
tributed liberally to the psychic income of 
the Russian people, who are awaiting 
patiently the greater material benefits 
which are to accrue to them with the suc- 
cessful carrying out of the Soviet Five- 
Year Plan. The second half of the report 
presents an impressive array of figures 
revealing the progress which has been made 
during the first two years since the incep- 
tion of the Five-Year Plan. 

Red Villages, written by the Commissar 
of Agriculture of the U. S. S. R. is an inter- 
esting narrative of the “second revolution 
in Soviet Russia” since 1917, namely, the 
revolution in Russian agriculture under the 
Five-Year Plan. Itisa veritable laudatory 
epic of Soviet achievement in agriculture— 
substituting tractors and combines for 
horses and wooden plows and converting 
wasteful, primitive strip farms into vast 
modern collectives—all of which has revolu- 
tionized agricultural methods in the U. §. 
S. R. 

But the narrative fails to draw up a 
proper balance sheet which might convey to 
the reader some approximate idea of the 
real cost, in terms of human misery and 
suffering, at which collectivization in 
agriculture in Soviet Russia has been and 
is being achieved. Superimposing a twenti- 
eth-century agricultural machine technique 
upon a seventeenth-century peasant men- 
tality has resulted in uprooting old, estab- 
lished habits of thinking and ways of doing 
things. The mental anguish endured by 
the primitive Russian peasants in adapting 
themselves to the new order of things is 
vividly portrayed by Maurice Hindus in 
Red Bread. But Red Villages is not con- 
cerned with this phase of the agricultural 
revolution in Soviet Russia. It deals 
rather with a factual study of the various 
phases of the organizational successes of the 
Five-Year Plan in agriculture, such as 
Soviet method of organizing large-scale 
farming, new tasks in the development of 
agriculture in the U. S. S. R., and measures 
necessary to strengthen and develop collec- 
tive farms. A brief introductory chapter 
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is devoted to a characterization of the 
development of mechanization in agricul- 
ture in the United States since the World 
War. Although not presenting anything 
that is particularly new, this chapter never- 
theless offers some real food for thought to 
all those who are concerned with the prob- 
lems of American agriculture. 


Even though many of the statements in | 


the foregoing translations are rather am- 
biguous or at least highly debatable, it is 
difficult to say whether they are attribut- 
able to the authors of the originals or to the 
vagaries of translation. Translating is a 
difficult art, which requires unusual talent 
to practice it successfully. 

The difficulties of the translator tend to 
increase when he is required to read new 
interpretations into words, in view of the 
new social and economic institutions de- 
veloping in Soviet Russia which have no 
exact counterpart in capitalistic countries. 
In spite of these difficulties, the transla- 
tions, on the whole, read very well and 
make a real contribution to the literature on 
the historic background and the present- 
day conditions of Soviet Russia. 

Karu ScHorz, 

University of Pennsylvania 


Léimonon, Ernest. La Nouvelle Europe 
Centrale et son Bilan Economique (1919- 
1930). Pp. 259: Paris: Librairie Felix 
Alcan, 1931. 18 francs. 


This volume deals with the political and 
economic development of the folléwing 
countries: Austria, Hungary, Czechoslo- 
vakia, Rumania, Poland, and Italy. The 
author, although pointing out their iniqui- 
ities, is opposed to any revision of the 
treaties as established in 1919 and 1920, 
particularly so far as they concern Austria- 
Hungary. Thus, on page 65, in discussing 
the Anschluss question, the author states 
that this would create a German bloc of 
80,000,000 souls and result in a tragic situa- 
tion which the Allies of the Great War must 
avert as a great danger to the peace of 
Europe. At this point the author seems to 
forget completely the principle of self-de- 
termination of nations which played such 
an important réle in the creation of the 
succession states. Realizing, however, the 
hopelessness of the Austrian situation, the 
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author counters by proposing an economic. 
alliance of the various Danubian states 
based upon the present territorial arrange- 
ments. The volume deals primarily with 
the political situation, internal as well as 
external, and the economic side is treated 
merely secondarily. Nothing, however, is 
mentioned about the great problem of 
racial minorities in the various succession 
states, or about the uneconomic policies 
adopted by the Central European countries 
since the War. The volume offers little 
that is unknown to the American reader 
either through the daily press or the numer- 
ous volumes published on Central Europe. 
In many instances, more recent develop- 
ments have made considerable portions of 
the volume obsolete. It is, however, inter- 
esting in that it presents the typical French 
view of the present situation in Europe. 
The author himself, however, at the -con- 
clusion of each chapter is forced to point out 
that the outlook is dark and that his por- 
posal for the revival of the old Austro- 
Hungarian Empire in the economic sense is 
more a matter of the distant future than of 
the present. 
Marcus Nima 
New York University 


Movurron, Harop G. (Ko, Junichi, col- 
laborator). Japan: An Economice and 
Financial Appraisal. Pp.ix,646. Wash- 
ington, D. C.: The Brookings Institution, 
1931. $4.00. 


The authors have produced a useful 
volume of data, accompanied by numerous 
tables and illuminating charts. These will 
be valuable for reference, since most of 
them are not elsewhere available in English 
in a single volume. However, the plethora 
of data makes the first three hundred pages 
difficult to read. In them a great many in- 
dustrial and other developments since 1868 
are followed, somewhat sketchily. While 
the chapters individually are balanced, the 
volume lacks cohesiveness. The first half 
of the book is thus useful chiefly as a refer- 
ence work, 

The chapter on banking is sketchy, al- 
though other chapters throw more light on 
that subject. The description of the origin 
of the 1927 panic should have given more 
attention to the part played by the Govern- 
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ment-controlled Bank of Taiwan. Much 
` useful information and statistical material 
dealing with the public finance are given in 
the text and the Appendix, and a possibility 
for increased revenues through higher rail- 
way rates is pointed out. The detailed 
itemization of “invisible” items in Japan’s 
balance of payments is very interesting, but 
it should be pointed out (e. g., p. 277) that 
the figures are only Japanese estimates. 

Although there is no immediate danger of 
financial instability, the authors see Japan’s 
economic future in the next fifteen years 
uncertain, “‘because agricultural expansion 
is limited, silk culture has reached the mar- 
gin of profitable extension, and employment 
for Japan’s maturing workers will be a 
problem, as the country is already over- 
manned. A reduction in military expendi- 
tures is of prime importance in maintaining 
financial stability. To reduce production 
costs, money rates should be reduced, good 
roads constructed under national direction, 
and manufacturing for export to Asia and 
North America expanded.” (‘The book 
might have pointed out that Japanese 
subsidies and other protection, by attract- 
ing capital to certain industries, make 
money dearer in other fields.) 

“Although industrialization is possible 
in a country not richly endowed with raw 
materials,] in Japan the relative scarcity of 
high-grade ores limits long-run possibilities 
and metallurgical industry is handicapped. 
Especially in the Orient, Japan has demon- 
strated capacity to sell many manufactured 
goods in competition with other countries; 
in cost and quality Japanese goods com- 
pared very favorably. Japan’s remarkable 
development since 1868 has been due in no 
small degree to adventitious factors which 
while temporarily stimulating, are in the 
long run detrimental.” (The conclusions 
here quoted are in paraphrase.) 

Possibly the authors were too ambitious 
in drawing up their Table of Contents, for 
the adequate treatment of all the subjects 
there listed would require more than one 
volume; the book would have profited by 
more intensive examination of key items, 
such as cotton and silk, at the expense of 
less important items. A more generous 
citation of English-language sources and the 
inclusion of a bibliography would have im- 
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proved its value for students. Since no 
single volume, recent or old, compares with 
this in scope, it will fill a definite need. 
H. M. Bratrer 
Washington, D. C. 


CarLcorT, Witrrm Harpy. Liberalism in 
Mexico 1857-1929. Pp. xiii, 410. Stan- 
ford University: Stanford University 
Press, 1931. $5.00. 

Carleton Beals reports the finding of a 
pulqueria in Mexico which bears the opti- 
mistic legend Recuerdos del Porvenir— 
memories of the future. I submit this as a 
subtitle for Mr. Callcott’s book. 

It is a melancholy task to write of liberal- 
ism in Mexico, but Mr. Callcott has under- 
taken the task with skill and discrimination. 
He presents the major social movements of 
the period from the Constitution of 1857 
down through the Calles régime with a 
painstaking accuracy which does not de- 
tract from its dramatic effectiveness. 

This is a book born out of a library—a 
necessary book and a valuable one. But 
the only altogether true book about Mexico 
must be born out of the Indian village. 
The least important things about Mexico 
are presidential edicts, congressional pro- 
nouncements, codes, laws, and constitu- 
tions. Mexicans love to pass laws—a new 
labor code, a new criminal eode—but these 
touch the great ranges of Mexico lightly if 
at all. Mexico City is not Mexico. Mex- 
ico is Tepoztlan—the village. The village 
goes on its even way, no matter what the 
capital does. 

Liberalism in Mexico is largely the record 
of thecapital. Robert Redfield’s Tepoztlan 
is the record of the village. Read these two 
books together, and you have Mexico. 

The hope for liberalism in Mexico lies 
not in the edicts of the small group of poli- 
ticos who rule. The hope for liberalism 
lies in the slow process of education of the 
Indian of the villages. Mexico’s salvation 
lies in the appropriation of the untouched 
wealth of character and talent of her In- 
dian. 

The greatest liberal of Mexico’s history 
was a squat Indian school teacher from 
Oaxaca~~Benito Juarez. Today there are 
some thousands of teachers in the villages. 
Twenty-five years will show what their 
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work means. Then there may come the 
next stage of the Revolution, a revolution 
literate and informed. 
Houserr C. Herre 
New York City 


Cumynev, Epwarn P. Modern English 
Reform. Pp. vii, 223. Philadelphia: 
era of Pennsylvania Press, 1931. 
2.00, 


Professor Cheyney prefaces his account 
of Modern English Reform with a brief sur- 
vey of the “wealth and poverty” of Great 
Britain at the beginning of the last century. 
His primary thesis is a résumé of alleviatory 
acts of Parliament intended to remove exist- 
ing economic and social evils. Almost 
from its inception, the reform movement cf 
the nineteenth century met with strenuous 
opposition from those who feared infringe- 
ment of their vested interests or from those 
who saw in every reform, whether economic, 
legal, political, or humanitarian, a challenge 
to the existing social order. In conse- 
quence, the elimination of even the most 
glaring disabilities and abuses involved long 
periods of agitation and called for excep- 
tionally able leadership. 

_ Professor Cheyney centers attention 
upon three phases of modern English re- 
form: (1) Removal of conspicuous abuses 
and restrictions during the first half of the 
last century—e. g., abolition of the slave 
trade, reform of the penal code, the first 
Parliamentary Reform Bill, and the repeal 
of the Corn Laws; (2) “detached steps to- 
ward social justice,” from about 1850 to the 
opening of the twentieth century; (3) “de- 
liberate transformation” of the economic 
and social order since about 1900. 

One of the distinct merits of this book is 
its conciseness. Both as to content and 
style, it is a creditable performance. 

Feu Fiver. 

University of California 


Jones, Cuustar Luorp. Caribbean Back- 
grounds and Prospects. Pp. viii, 354. 
New York: D. Appleton and Company, 
1931. $4.00. 

In this volume the author has made a 
study of the economie and social factors 
which have influenced the development of 
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the Caribbean countries. He deals with 
racial composition, health problems, and 
education before launching into a discussion 
of such economic topics as sugar, coffee, 
tropical fruits, petroleum, Caribbean com- 
merce, public loans, and investments. The 
following summary taken from the Preface 


‘presents some of the important conclusions 


of the book: 

“Economic progress has been steady and 
spectacular. In little more than a genera- 
tion the Caribbean territory has reéstab- 
lished its position as the world’s chief 
source of supply for cane sugar, become the 
dominant factor in the trade in tropical 
fruits, taken the first place in supplying the 
export market for petroleum, and risen to 
first rank among regions supplying the 
coffee trade. Its enterprises have become 
an important investment field for foreign 
capital and its governments have become 
active borrowers of money with which to 
finance public improvements. Develop- 
ments such as these have a far-reaching 
influence, not only on economic but on po- 
litical and social conditions.” 

In treating, within the compass of one 
small volume, a multitude of topics and so 
vast a region, much condensation has been 
necessary. The author has been able, 
however, to present convenient summaries 
of many important subjects. Others have 
been touched rather lightly. For instance, 
in dealing with health problems, only yellow 
fever, malaria, and hookworm are dis- 
cussed; little is said about labor problems; 
there is lacking a thorough discussion of the 
work of foreign engincers, oil men, and agri- 
culturists; and scant attention is given to 
bankers’ profits. Among the national 
entities discussed, Colombia and Venezuela 
are given the least adequate consider- 
ation. 

The author has preferred to emphasize © 
economic and social factors because he 
thinks they have been most neglected. It. 
is the opinion of the reviewer, hawever, that 
there is greater need for’a thorcugh discus- 
sion of political and diplomatic questions. 
In the United States, at least, we have 


` reached a point where a careful inventory of 


our Caribbean policy is much te be desired. 
For strategic and economic reasons this 
vast and rich area has been swept into the 
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orbit of our destiny, and the discovery of 
the trend and the effects of our policy is 
extremely important both to the people of 
the United States and the inhabitants of the 
Caribbean. Without traditions, without 
experience, without a trained personnel, we 
have gradually assumed a dominant réle in 
this important area of the world, and the 
time has come when we should consider its 
people as well as its resources. The time 
has also arrived whea we should examine 
the influence of our procedure in this region 
upon our own social end political life. 

Professor Jones’s volume furnishes a 
convenient but somewhat inadequate back- 
ground for such a study. It is accurate, 
unbiased, and clear, but in some respects 
incomplete, even within the limits set by its 
author, 

J. Frep Rirry 
Duke University 


Hermanos, Parra Leon. Archivo del 
General Miranda. Viajes, Cartas de 
Miranda, 1782 a 1801; Miscelanea, 1771 
a 1805; Impresos y Grabados, 1771 a 1805. 
Tomo VII. Revolución Francesa. Copi- 
ador de Correspondencia 1792 a 1793; 
Comunicaciones Officiales, 1792 a 1793. 
Tomo VIII, (Travels, Letters of Mi- 
randa 1782-1801; Miscellany, 1771- 
1805; Documents and Engravings, 1771- 
1805. Volume VII. The French Revo- 
lution. Letterbook 1792-1793; Official 
Correspondence 1792-1798. Volume 
VIII.) Caracas, Venezuela: Editorial 
Sur-America, 1930. 


These two volumes continue the memoirs, 
the correspondence, and the official papers 
of General Francisco de Miranda, the first 
six volumes of which were reviewed in THE 
ANNALS in September, 1931 (p. 249). 

Miranda was in France in 1792. He per- 
formed distinguished military service under 
Dumouriez during the French Revolution; 
he commanded at the siege of Maestricht 
and was a general in the French Army of the 
North at Neerwinden. The letters of this 
volume are often of a personal nature, and 
many are written in English or French. 
An English letter dated December 20, 1783, 
written in Philadelphia to Messrs. J. & E. 
Pinman of Charleston, South Carolina, 
conveys thanks for many courtesies shown 
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him in Charleston, and expresses the wish 
that he “could write this language in a 
better manner.” The postscript to the 
letter is written in French, implying that 
Miranda then felt more at home in the 
latter tongue. His correspondence shows 
him to have been facile in foreign languages, 
especially in French and English. Letters 
from London, Paris, Berlin, Amsterdam, 
St. Petersburg, The Hague, and elsewhere 
are largely personal and make clear that 
Miranda was a keen observer. 

The section on Miscellany contains 
chiefly expense accounts, observations, and 
so forth, but also his last will and testament 
made in London, August 1, 1805. His 
library of six thousand volumes (carefully 
catalogued) he leaves to the City of Caracas 
as testimony of the “sincere love of a faith- 
ful citizen.” Volume VII shows the per- 
sonal side of this great patriot as almost no 
other in the series. 

The eighth volume is more impersonal, 
with its copies of official documents—politi- 
cal, military, and financial. The figure of 
Miranda grows as these documents are 
published. His fiery republicanism, and 
personal idiosyncrasies brought him ene- 
mies, as when “the infamous Bonaparte” 
honored him “with a certain kind of ostra- 
cism!” But Miranda’s services to repub- 


- lcan government in South America grow 


apace as his ideals and his accomplishments 
become known through publication of his 
papers in these volumes. 
Harry T. Corres 
University of Pennsylvania 


SALAZAR, Arroro Garcia. Resumen de 
Historia Diplomatica del Peru, 1820-1884. 
Pp. 232, Lima, Peru: Talleres Graficos 
Sanmarti y Cia, 1928. . 

. Historia Diplomatica del Peru. 
Vol. 1, Chile, 1884-1922. Pp. xix, 385. 
Lima, Peru: A, J. Rivas Berrio, 1930. 
The first volume deals largely with the 

problem of establishing Peruvian bounda- 

ries and the resulting disputes with Ecuador 
and Bolivia; its latter portion deals with 
the unfortunate war of the Pacific, closing 
with the Treaty of Ancon. 

The second volume is concerned with the 
long standing dispute with Chile over 

Tacna and Arica. The author is a well- 
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recognized authority and writer from the 
standpoint of a patriotic Peruvian. 
Roy F. Nicuors 
University of Pennsylvania 


A. Guide to Historical Literature. (Edited 
by William Henry Allison, Sydney Brad- 
shaw Fay, Augustus Hunt Shearer, and 
Henry Robinson Shipman.) Pp. xxvii. 
New York: The Macmillan Company, 
1931. $10.50. 


Let it first of all be noted that this is nct 
a bibliography for the professional historian 
versed in all the minor ramifications of his 
specialty, but is intended to supply “a 
carefully chosen list of available books in 
each of the several fields to the English 
reading audience, primarily to libraries, 
teachers, and graduate students.” 

Within the framework of this statement, 
the editors have accomplished their task 
admirably. Over three hundred co-work- 
ers have provided annotations, special lists, 
and so on, and an inspection of their names 
reveals a refreshing catholicity of selection. 
Academic line fences have been overstepped 
whenever necessary to insure competent 
treatment of sections or separate books; 
partisanship is conspicuous by its ab- 
sence. 

Minor faults may be noted, of course; 
they are unavoidable in a work of this 
compass. For example, category A56f lists 
a translation of Simar’s Etude critique sur la 
formation de la doctrine des races, ete., that 
has never appeared; it was announced, but 
apparently the translator grew weary of 
well-doing. Again, category X51, Ethnog- 
raphy of the United States, is surprisingly 
meager; numerous important works have 


been omitted—works of importance not’ 


to the specialist but to the general reader. 
Once more, category D121, Longer General 
Histories of Ancient Greece and the Hellen- 
istic World, relegates Eduard Meyer’s great 
work, Geschichte des Aliertums, to a mere 
cross reference, while it pays considerable 
attention to a work in every way its in- 
ferior, namely, Beloch’s hypercritical and 
unreliable Griechische Geschichte. Further, 
even the most conventional, academic his- 
torian should take some notice of Burck- 
hardt’s Griechische Kulturgeschichte—a 
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work that in the last decade has been res- 
cued from the undeserved oblivion into 
which it was cast by nineteenth-century 
guardians of historical orthodoxy. Of all 
the histories of Greece most likely to be of 
service to the general reader, Burckhardt’s 
engaging study is easily in the lead. 

And so one might go on, pointing to 
minor blemishes here and there; as a whole, 
however, the volume is a credit to the Amer- 
ican Historical Association, and is not likely 
to be superseded for many years. 

Howard BECKER 

Smith College 


Hocgerr, Homer Cary. Introduction to 
Research in American History. Pp. xiv, 
168. New York: The Macmillan Com- 
pany, 1931. $2.00. 

This handy little book is divided into 
three sections: “The Gathering of Data”; 
“The Criticism of Data”; and “Historical 
Composition.” The necessary information 
about bibliographies, footnotes, note-tak- 
ing, and effective writing is carefully de- 
tailed in very convenient form, and the 
book should prove a veritable vade mecum 
for the American wing of the historical 
profession. Every graduate instructor will 
do well to prescribe its purchase and careful 
study for each of his students. 

Roy F. Nicuois 

University of Pennsylvania 


Bemis, SAMUEL Fraca. The Hussey-Cum- 
berland Mission and American Independ- 
ence. Pp.vii,195. Princeton: Princeton 
University Press, 1931. $3.50. 


To this little-known episode of Revolu- 
tionary diplomatic history, Dr. Bemis 
brings both wide research and a trained 
ability to unravel its sinuosities and expose 
the import of the negotiations in limpid, 
convincing prose. Nowhere do we find a 
trace of the false values of the pedant; 
nowhere does the author attemp: to glorify 
this minor incident beyond its importance; 
nowhere are we led to estimate it as any- 
thing other than an entertaining sideshow in 
European chicane, which set out but failed 
to affect our struggle for independence. 
We owe Dr. Bemis a debt of gratitude for 
his patience in bringing to light all its rami- 
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fications and his abnegation in according it 
no more than its praper degree of impor- 
tance. 
ALPHONSE B. MILLER 
Philadelphia 


Hicks, Joun D. The Populist Revolt: A 
History of the Farmers’ Alliance and the 
People’s Party. Pp. xiv, 473. Minne- 
apolis: The University of Minnesota 
Press, 1931. $4.00, 

The East has never understood the inter- 
ests and the philosophy of the West even as 
well as the West has understood the East; 
and that is saying little for the mutual com- 
prehension on the part of either. The re- 
sult has been a centucy and a half of cross 
purposes, from the decade of Daniel Shays 
and the whisky insuzgents to the recent 
decade of William J. Bryan and Robert 
M. LaFollette. Almost continuously, 
through the period, the West has muttered, 
and the East has scolded; yet never has 
there existed in the West any important 
force that did not as well exist, under cover, 
and less aggressive, in the East. For an 
adequate appreciation of Eastern politics, 
we need to know the West; and this last 
book upon the most comprehensive of West- 
ern philosophies needs to be read wherever 
one studies the politics and the economics 
of the United States. Professor Hicks 
knows his ground. Born too late to feel 
the passions of the agrarian crusade, his 
studies have uncovered the causes of dis- 
content and have traced the uncanny way 
in which the untutor2d Populist sketched 
the course upon which the United States 
has operated from the Northern Securities 
suit to the Federal Farm Board. Between 
1888 and 1896 he has found the heart of his 
theme. With greater learning than any 
other writer has possessed, with sound in- 
sight and a keen sense of humor, he has here 
presented the case for Populism better than 
the Populists themselves could do it. His 
bibliography is exhaustive, and he has used 
it all. Today, when the gold standard is 
abandoned abroad and decried at home, 
this book will give great comfort to all who 
wish to know how our present agrarian 
movement is to be accounted for. 

Frepenic L. Paxson 

Madison, Wisconsin 
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Merriam, Cuartes Epwarpv. The Mak- 
ing of Citizens. Pp. xiv, 371. Chicago: 
University of Chicago Press, 1931. 
$3.00, 

This is the summary and concluding 
volume in the notable series of studies in the 
formation of civic attitudes in a selected 
group of national states. The author of 
this volume, the editor of the series, has 
“spent many months” in all of the coun- 
tries except one, and has had extensive 
opportunity for conference with his collab- 
orators. 

After an introductory chapter on the gen- 
eral problem of civic education, two chapters 
are concerned with the social composi- 
tion of civic cohesion, with reference to the 
influence of economic, ethnic, and religious 
groups, and of region. Chapters IV and V 
present a comparison of the techniques of 
civic training, from the point of view of the 
use made of the various mediums through 
which the attitudes of individuals may be 
developed—the school, the press, radio, 
political parties, and so forth. Chapters 
VI and VII present a comparison of the 
national systems of civic training now in 
use in the selected countries—Great Britain, 
France, Germany, United States, Soviet 
Russia, Italy, Switzerland, and Austria 
Hungary (a failure in civic training), while 
the two concluding chapters present sum- 
mary and conclusions. 

The book constitutes a very valuable ad- 
dition to the growing body of literature 
embodying the results of careful scientific 
investigation of the causes of particular 
mental set-ups and attitude patterns com- 
mon to the members of national groups, and 
of the processes by which the minds of the 
members of national groups decide their 
various questions of public concern. 

W. BROOKE GRAVES 

Temple University 


Ervin, Spencer. The Magistrates’ Courts 
of Philadelphia. Pp. xv, 281. Phila- 
delphia: Thomas Skelton Harrison Foun- 
dation, 1931. 

Mz. Ervin’s study is condemnatory, with 
little qualification, of the magistrates’ 
courts. The chief indictment is that the 
magistrates’ lack of general education and 
legal training and their close relation to 
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politics and politicians result in a failure to 
give a proper administration of justice in 
the cases coming before them, and should 
disqualify them as administrators of justice. 
There are other defects of lesser magnitude. 
. The author’s remedy would be to do away 
with the magistrates and transfer their 
functions to an enlarged municipal court. 
This he thinks would at once terminate 
most of the evils connected with the magis- 
trates’ courts and would open the way fer 
still further improvements in the adminis- 
tration of crifninal and civil justice. 
Enwarp LINDSEY 
Warren, Pa. 


Frrernam, Hon. Ricuarp, C.M.G. Re- 
port to the Shanghai Municipal Council, 
Parts I-V. 2 vols. Pp. 372, 239. 
Shanghai: North China Daily News and 
Herald, 1931. 


Mr. Justice Feetham’s Report to the 
Shanghai Municipal Council is the fruit of a 
systematic study of the relations between 
the Chinese and the non-Chinese popula- 
tion in Shanghai, undertaken for the pur- 
pose of putting those relations upon a sound 
and durable basis. ‘The author’s qualifica- 
tions for this difficult task were manifested 
during a successful career in the Union of 
South Africa, where interracial relations 
were as perplexing as in China, and the 
investigations upon which the Report is 
based occupied him during a residence of 
more than a year in Shanghai. The factual 
portions of the Report form a valuable con- 
tribution to the history of the contacts 
between China and the West. The first 
volume contains the best historical and de- 
scriptive account that has been written of 
the foreign settlement and its government 
and of the foreign business interests in. 
Shanghai. The second volume sets forth 
the principal grievances of the various 
Shanghai interests and deals with the main 
questions affecting the future of the settle- 
ment. This is all done with scrupulous 
care and apparent accuracy. 

The author’s proposals for the readjust- 
ment of relations between the Chinese 


Government and the Chinese and foreign - 


inhabitants of Shanghai- are conservative. 
They would be satisfactory to the foreign 
interests, if there were any assurance that 
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they would be accepted by the Chinese. 
On the most important and contentious 
point at issue, the rendition of the settle- 
ment to the Chinese Government, they are: 
that rendition shall not take place until 
certain conditions have been fulfilled, which 
in the opinion of Judge Feetham are not 
likely to be fulfilled for a long time; and 
that meanwhile, the government of the 
settlement, shall remain under the control of 
the foreigners. It is improbable that these 
proposals will be acceptable to the Chinese 
if conditions remain substantially as they 
have been in recent years in China, and 
hence, despite the valuable features of this 
Report, it seems likely to be disappointing 
to foreigners as well as to Chinese. 
A. N. HOLCOMBE 
Harvard. University 


Merriam, Cuantes E. The Written Con- 
stitution and the Unwritten Altitude. 
Pp. 89. New York: Richard R. Smith, 
Inc., 1931. $1.00. 


In three lectures, Professor Merriam dis- 
cusses the status of almost unmovable 
Constitution in the midst of irresistible ` 
change. The Constitution has moved; 
not so much the written document—it is too 
awful a symbol; but words are amiable 
things, and the rigidity of the Constitution 
as written has not prevented evolution of 
the Constitution as unwritten, as attitude, 
that is, the real constitution. Consider, 
for example, political parties and shifts in‘ 
the relative power of legislature and execu- 
tive, of State and Federal Governments. 
It will not do, however, to be smug about 
the future. Great problems fece.us, not 
the least of which is that of preserving in- 
tact the instrumentalities which facilitate 
evolution—such an instrumentality being 
freedom of speech. 

L. M. Pars 

University of Chicago 


Grpatricx, Detsrrr H. Jeffersonian 
Democracy in North Carolina, 1789-1816. 
Pp. 257. .New York: Columbia Uni- 
versity Press, 1981. $4.25, 

This monograph traces the fortunes of a 
party which enjoyed almost continuous 
power in the early national period. North 
Carolina was a state of small farmers rather 
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isolated and with little wealth; Jeffersonian- 
ism was its natural creed. The author has 
made thorough study and careful analysis 
of North Carolina’s well-collected archives. 
Roy F. Nicnors 
University of Pennsylvania 


Warsnow, Rosert Irvine, Alexander 
Hamilion: First American Business Man. 
Pp. x, 241. New York: Greenberg, 1931. 
$3.50. 


The angle from which Dr. Warshow pro- . 


poses to treat Hamilton’s life is a most pro- 
vocative and promising one. After all, the 
major problems with which the politics of 
any nation must concern itself are financial 
ones; and Hamilton was so dominating a 
figure that he seems actually to have fixed 
our outlook on these for all time. When 
our Government came into being, there 
was at least an even chance that we should 
add to our great experiment in democracy 
an equally important one in state socialism, 
rather than become just as slavishly devoted 
to the conception of private property as 
any European kingdom. But socommand- 
ing was Hamilton’s intellect, so determined 
his purpose, so masterly his executive 
management, that he left us firmly com- 
mitted to that capitalistic outlook from 
which we have never since faltered. 

He won through only after a titanic 
struggle. In Jefferson he met a worthy 
foeman, just as resourceful, just as urgent. 
The battle between them was finally settled 
in Hamilton’s favor only because Jobn 
Adams, who hated Hamilton, made John 
Marshall, who saw eye to eye with him, 
Chief Justice of the Supreme Court during 
thelast days of hisadministration. Soclose 
was the battle, so narrowly determined. 

Here is a theme worthy of any historian. 
Dr. Warshow, I am afraid, has rather 
muffed it. He has written the type of book 
in which we discover the greatness of its 
hero only because the biographer reiterates 
it so often. The story of Hamilton’s 
genius is neither artfully nor patiently un- 
rolled. The soundness of his financial 
philosophy is stated and restated, but never 
demonstrated. The volume is a mere 
study in assertion rather than exposition. 

No book about Hamilton can be wholly 
a failure, for he is one of God’s gifts to 
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biographers—a personality so vibrant that 
it survives even the most inept workman- 
ship. Since Dr. Warshow’s technique is far 
sturdier than that, he has, with the blessed 
help of Hamilton himself, written a very 
entertaining book which the average lay- 
man can enjoy without fear of being ex- 
posed to a single revolutionary idea. 
ALPHONSE B. MYLLER 
Philadelphia 


ScuoyLeR, Rosert Livineston. Josiah 
Tucker. Pp. 3, 576. New York: Co- 
lumbia University Press, 1981. $5.00. 
Dean Tucker was an eighteenth-century 

pamphleteer on religious, political, and 

economic questions, an important figure of 
his own day, who is now known only to 
those who delight in historical research. 

Economists remember Tucker merely as 

one who anticipated Adam Smith on cer- 

tain points, and political scientists Classify 
him as an opponent of the social contract 
theory which was then generally accepted. 

The work of Professor Schuyler is a 
splendid piece of historical research, made 
possible by the William A. Dunning Fund. 

The volume contains fifty pages of intro- 

duction which gives a very interesting 

account of the life, the times, and the work 
of Tucker. The remainder of the book is 
devoted to the publication of a number of 

Tucker’s works, several of which had not 

been previously published, but merely had 

been printed privately in limited numbers. 

The volume includes the following: ‘The 

Elements of Commerce and Theory of 

Taxes”; “Instructions for Travellers”; 

“The Case of Going to War”; “A Letter 

from a Merchant in London to His Nephew 

in America”; ‘The True Interest of Great 

Britain Set Forth in Regard to the Colo- 

nies”; “A, Letter to Edmund Burke”; and 

“A Treatise Concerning Civil Govern- 

ment.” Of these titles, the first and the 

last are perhaps of paramount importance. 

This volume is attractive in appearance 
and scholarly in character. Tucker’s 
works are carefully edited, with numerous 
illuminating notes. It possesses a com- 
prehensive Index and an excellent Bib- 
liography. 

S. HOWARD PATTERSON 
University of Pennsylvania 
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ANTHONY, Irvis. Decatur. Pp. x, 318. 
New York: Charles Seribner’s Sons, 1981. 
$3.50. 

Any author foolhardy enough to venture 

a biography in novel form lays himself open 

to well-nigh certain disaster. Let him be 

capable fictionist, one with a sense of drame 
and the unities of construction, and his 
biography is almost bound to suffer ir 

accuracy. If, on the other hand, he be a 

conscientious biographer, thé limitations 

imposed by the lumbering, inchoate thing 
called life are likely to make his story creak 
and limp. Except in the most expert 
hands, the two forms of writing seem mu- 
tually antagonistic; and between them, any 
noteworthy accomplishment is impossible. 

This current life of Decatur is a case in 
point. As a novel, the book lags. Te 
judge it on its merits as narrative pure and 
simple becomes far too cruel a test. Its 
hero could not possibly have existed. Sc 
patriotic, so noble, so elevated a Galahad 
never lived on land or sea. From what we 
hear about sea captains, such saintliness as 
his would have brought him to grief on his 
maiden voyage. Despite Decatur’s readi- 
ness to fight, his crew would have given 
him the 1812 equivalent of the razzberry 
the first time he dared to spout the starchy 
periods Mr, Anthony has so laboriously 
confected for him. Whatever may have 
been the shortcomings of our early mariners, 
they certainly never derived either their 

manners or their vocabulary from the MM. 

Gilbert and Sullivan. Mr. Anthony has 

unfortunately succumbed to the most be- 

setting temptation a novelist-biographer 

has to face—the feeling that there is a 

divinity which hedges about all historical 

personages and transforms them, with nary 
an exception, into cads with a flair for elocu- 
tion and an Epworth League psychology. 

Nowhere is the call of fiction quite so 
imperious as during those moments when 
an author is determined to devote himself 
to sober fact. The desire to make the 
slovenly panorama of real life codrdinate 
itself like the snug workmanship in a well- 
made novel, then—and seemingly then 
only-—-becomes overwhelming. Mr.” An- 
thony has surrendered to this no more 
cravenly than his fellows; but neither does 
he rate medals by comparison. On page 
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66, for example, he has-“‘President”’ Jeffer- 
son promulgating a treaty ten days before 
his inaugural. 

But these are faults which arise almost 
inescapably from the form in which Mr. 
Anthony has chosen to express himself, and 
it is easy to be too critical. Of its kind, 
Decatur is quite a creditable example. 

ALPHONSE B, MILLER 

Philadelphia 


The Autobiography of Lincoln Steffens. 
Two vols. Pp. 884. New York: Har- 
court, Brace & Co. $7.50. 


Lincoln Steffens may be and has been 
variously described as a super-reporter, the 
king of muckrakers, a phrase maker, and 
a political philosopher. He partly par- 
takes of each and represents a potpourri. 
After his course at the University of Cali- 
fornia he spent four years wandering over 
Europe, seeking answers to the queries 
which his active mind then, as ever there-- 
after, kept on propounding in rapid succes- 
sion. His first newspaper assignment was 
on The Evening Post, and when he became 
the city editor of The Commercial Adver- 
tiser, with a group ofrecent collegegraduates 
as a staff, he began to devise what in time 
became a new quest for news and a new 
conception of it. Some idea of what he had 
in mind was disclosed in a conversation 
that he had with Tim Sullivan, the East 
Side boss, who wanted to know what his 
game was in asking Inspector Byrnes what 
he was doing about the Parkhurst charges. 
“What do you get out ofitall?” “News,” 
Steffens replied. “If that’s all you want, 
we'll all give you news,” and Byrnes gave 
him tips on burglaries. Steffens, however, 
wanted to know what the inspector was 
going to do with the direct charges of Park- 
hurst and how he was going to answer his 
tirades. While Steffens never posed as a 
reformer, he had a large measure of the 
reforming spirit, which later, if he did not 
lose it, he certainly very materially modified. 

From being a star reporter and city edi- 
tor, he became the chief of muckrakers and 
phrase makers, as editor of the once famous 
MeClure’s Magazine. His skill and effec- 
tiveness remain to this day; in many cases, 
it must be said, misrepresenting and mis- 
construing the situation. Steffens evi- 
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dently feels this himself, for in one aspect 
his two volumes of Autobiography consti- 
tute a recantation—a discarding of the 
muckrake, going so far as to say apropos of 
the Senate investigations during the Hard- 
ing administration that he would like to 
“‘muckrake the reformers.” In his con- 
cluding chapter, which he calls “Falling 
Out of Bed,” he says: 

“Some change this? It is. I have not 
lived in vain. The world which I tried so 
hard, so honestly, so dumbly, to change has 
changed me. It took a war, a peace, and a 
couple of revolutions to do it, but it is done. 
My spiral-like story ends as it began; by 
my being thrown out of bed by the shocks 
of an earthquake which has laid me out, not 
crying, however, but smiling. My life was 
worth my living. And as for the world in 
general, all that was or is or ever will be 
wrong with that is my—our thinking about 
it.” 

Whether one agrees with Steffens’ views 
or accepts or repudiates the successive 
stages of his shifting views, one will enjoy 
these two stout volumes of reminiscences. 
For in one aspect at least he was also steady 
—he was always interesting, he always pro- 
duced “‘good copy,” and his Autobiography 
may most appropriately be said to cap the 
climax. It is not to be taken as history, it 
contains too many errors of fact (mostly 
nonessentials), but it is a remarkably good 
picture of the times through which the 
author lived and moved and had his being, 
and it is a remarkably entertaining human 
document. 

Curon Roeurs Wooprurr 

Philadelphia 


Van Dyxn, Paur. George Washington: The 
Son of His Country, 1789-1775. Pp. 310. 
New York: Charles Scribner’s Sons, 
1931, $2.50. 

This volume makes no attempt to give a 
formal, full-length portrait of Washington. 
Instead,'the former Pyne Professor of His- 
tory at Princeton presents in vivid and 
colorful fashion some of the outstanding 
aspects of Washington’s life prior to 1775 
when he was called to the command of the 
Colonial forces—his boyhood, his first job 
as a member of a surveying party, his ex- 
periences as a fighter against the Indians 
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and as an army officer during the French 
and Indian War, his retirement and mar- 
riage, and his activities and interests as a 
planter and country gentleman. Although 
the author quotes freely from first-hand 
material, the book, with the exception of 
the last chapter, contains nothing new. In 
this chapter Dr. Van Dyke, after mention- 
ing courage, good judgment, power to win 
the hearts of men, and magnanimity cou- 
pled with a sense of duty as the foundation 
rocks of Washington’s character, briefly 
compares Washington with Napoleon. 
Washington’s greatness of soul is further 
suggested by means of summary para- 
graphs, each dealing with a leader whose 
soldierly achievements Washington ad- 
mired. The student and the general reader 
unfamiliar with more exhaustive accounts of 
Washington’s life will profit from this 
volume. 
Harry J. Carmen 
Columbia University 


We ts, Wetts. Wilson the Unknown: An 
Explanation of An Enigma of History. 
Pp. vii, 358. New York: Charles 
Scribner’s Sons, 1931. $2.50. 

Written by a corporation lawyer of New 
York City and a Republican of long stand- 
ing who greatly admired Woodrow Wilson 
and who voted for him in 1912, this book 
undertakes to explain tersely the kind of 
man Wilson was and the motives which 


- were at the foundation of his policies. 


In the author’s opinion, Wilson was none 
of the things men called him. A great 
individualist and somewhat of an actor, he 
made himself a master in statecraft. Bold, 
daring, tough-minded, and versatile, he 
could not take counsel unreservedly or 
divide responsibility. He had assistants 
but not associates. Of those with whom he 
came in contact, only one—Joseph Tumulty 
—greatly influenced him; and to Tumulty 
he owed more than “to an army of Harveys 
and Houses.” He hated duplicity, was not 
a swashbuckler, refused to keep step with 
the crowd, and never forgot. 

Wilson’s political philosophy, the author 
quite rightly avers, rests on the notion of a 
directed society. In Wilson’s opinion, the 
attempt to do too much by popular vote 
has long been America’s besetting political 
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sin. Like Alexander Hamilton, he believed 
that autocracy within a democracy is abso- 
lutely necessary. As Governor of New 
Jersey and later President of the United 
States, he operated on the principle that the 
people had chosen him to think for them and 
to speak for them, and that legislative 
bodies should conform to popular will as 
communicated through the executive. 
Perhaps the most interesting, and cer- 
tainly the most challenging chapters are 
those which consider the Wilsonian attitude 
toward Mexico, Europe, and the League o? 
Nations. Here, for instance, the author 
asserts that the World War alone interfered 
with a carefully planned program for the 
invasion of Mexico and Central America 
by the United States: “We needed a new 
frontier. Mexico and Central America 
would supply it. Here would be the outle: 
for our exportable surplus. A military 
' police would be necessary, perhaps five 
hundred thousand men. There would, of 
course, be a small army of civil officials. 
The richest territory in the world would be 
-open for development. We should estab- 
lish a benevolent protectorate; we should 
not call it exploitation. Yet its silver, its 
gold, its.copper and other metals, its pe- 
troleum, its rubber, its fertile valleys and 
tropical fruits, its climate and scenic beauty, 
new summer and winter resorts—all these 
would attract population. Several million 
Americans would soon overrun the new 


territory. They would all demand Ameri-- 


can goods. ‘Prosperity’ would be assured 
for many years.” Similarly he makes a 
good case for his explanation that Wilson 
planned to obtain control of the League of 
Nations, establish an international reserve 
bank, pool the economic resources of the 
world by breaking down trade barriers, and 
rehabilitate Europe to the end that Ameri- 
can prosperity might be permanent. Ona 
may not agree with the author’s interpreta- 
tion, but no one can deny its plausibility. 
Harry J. CARMEN 
Columbia University 


‘Apams, James Trustow. The Tempo of 
Modern Life. Pp. viii, 334. New York: 
Albert & Charles Boni, 1931. $3. 
Stiffened in his youth by Emerson’s 

aggressive messages, Adams now unbends 


` well’s,” 
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to Arnold’s .sweetness and light, He 
would have his fellows do likewise. The 
busyness of this country, its wearing tempo, 
its formlessness of values, are heritages of a 
time when the confronting task was the 
building of the West. Now, for some 
tranquillity. Specifically, now for a scale 
of values, for standards—the remedy lies 
there. s 

Our historian-critic passes on to other 
reprehensible features of the daily scene: 
the pseudo-psychological and besmudging 
biographers, and yet also the Pollyanna 
attitude of our public-school historians, the 
encroachments of science, and the tendency 
of Jate for stock-market breaks to precede 
(i.e. to be followed by) Presidential “‘all-is- 
Of special worth is his essay on 
“Liberty and Prosperity.” Modern econ- 
omy has created dependence and fear, not 
only in laborers but also in small capitalists 
and even farmers. Fear of unemployment 
means fear of change in government—of 
any change that might upset the sensitive 
balance of a precarious situation. It 
means loss of freedom of speech. 

Adams says plainly “to despair of de- 
mocracy is to despair of the fate of man.” 
Yet his values are those of the leisure class. 
Nor can one miss the stinging quality of his 
references to the “mass.” It is suggested 
that Adams must either renounce democ- 
racy or cease criticizing it from the stand- 
point of values incompatible with it; or, 
finally, that he elucidate his idea of a de- 
mocracy embracive of aristocratic values. 

s L. M. Pare 

University of Chicago 


Hieernson, Grenn D. Fields of Psy- 
chology. Pp. xviii, 613. New York: 
Henry Holt & Company, 1981. $2.75. 

ADAMS, Grace. Psychology: Science or 
Superstition? Pp. viii, 299. New York: 
Covici Friede, Inc., 1931. $2.50. 

Srovrt, G.F. Mind and Matter. Pp. xiv, 
325.. New York: The Macmillan Com- 
pany, 1931. $3.75. 

Marston, W. M., Kine, C. D., and Mars- 
ton, E. H. Integrative Psychology. Pp. 
xvi, 568. New York: Harcourt, Brace 
and Company, 1931. $7.00. 

Moors, Bruce V., and HARTMANN, 
Gnuorcze W. (Eds.) (Introduction by 
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Robert Irwin Rees.) Readings in In- 

dustrial Psychology. Pp. xxxix, 560. 

New York: D. Appleton & Company, 

1981. $5.00. 

Rossman, Josera. The Psychology of the 
Inventor. Pp. x, 252. Washington, 
D. C.: Inventors Publishing Company, 
1931. $3.00. 

Ramus, CARL. Behind the Scenes with 
Ourselves. Pp. xvi, 843. New York: 
The Century Company, 1931. $3.00. 

STRECKER, EDWARD A., and APPEL, KEN- 
ners E. Discovering Ourselves. Pp. 
xiii, 306. New York: The Macmillan 
Company, 1931. 82.50. 

Hart, BERNARD. Psychopathology. Pp. 
vi, 178. Cambridge, England: Uni- 
versity Press, 1929. (Rev. ed. New 
York: The Macmillan Company.) 
$3.25. 

Barran, Harpert H. The Affective Con- 
sciousness. Pp. ix, 891. New York: 
The Macmillan Company, 1981. $3.00. 

Lyrrizeton, Eprra. Our Superconscious 
Mind. Pp.264. New York: D. Apple- 
ton & Company, 1981. $2.50. 

Imus, A. D. Sociat Behavior in Insects. 
Pp. ix, 117. New York: The Dial Press, 
1931, $1.50. 

Higginson has attempted to show what 
present-day psychology is all about. And 
he has done exceptionally well at this diff- 
culttask. Various theoretical organizations 
of psychology, such as Gestalt, behavior- 
ism, and so forth, are given first considera- 
tion, followed by the development of the 
animal mind, the race, and the individual. 
Group psychology, branches of applied 
psychology, and abnormal psychology are 
all concisely and fairly presented. This 
book gives an excellent quick survey of 
what is being done in psychology at the 
‘present moment. 

The title of Dr. Adams’s (Mrs. Edward 
Hutter’s) book paves the way for polemics. 
But Dr. Adams avoids this cul-de-sac and 
presents what is by far the most stimulating 
story of the development of psychology to 
the present year. Most space is given to 
American psychology, because most ac- 
tivity and progress is found there; but she 
does not neglect to trace. hurriedly the 
Aristotelian contributions and present 
- activity in other places. The book has a 
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fascinating and clever style, neither aca- 
demic nor journalese, and yet both. It can 
be strongly recommended for the casual 
reader who is interested, as well as to the 
academic psychologist, for its sweeping and 
clear picture of what psychology is really 
doing and the major issues involved in the 
mole-hill controversies which have become 
public discussion. 

Mind and Matter presents a detailed 
philosophical study of mind and material 
relationships by a distinguished British 
philosopher, The discussion, which leads 
through animism, materialism, and the 
inevitable parallelism, is involved and nat- 
urally produces a book that is food for 
thought rather than for an evening’s light 
reading. Professor Stout favors a concep- 
tion of the embodied self which makes the 
separation of mind and matter more artifi- 
cial than real, since they are merely different 
channels of the experience of this embodied 
self, 

A new systematic psychology which at- 
tempts to organize and reclassify psy- 
chological phenomena is given by Dr. 
Marston and his collaborators. They 
attempt to give an objective treatment of 
consciousness and to validate the ‘“‘elemen- 
tary behavior units” of dominance, com- 
pliance, submission, and inducement. A 
great amount of constructive thinking has 
been done by the authors, and although it is 
well recognized that psychology needs this 
at the present time, it may be doubtful 
whether a systematic psychology which 
smacks strongly of McDougall will make 
much headway. 

The academic and practical advance of 
psychology applied to the industrial world 
is well portrayed by the readings edited by 
Moore and Hartmann. The selections 
start with the employment of the worker 
and continue with psychological phases of 
training, fatigue elimination, accidents, 
monotony, and morale. The book fortu- 
nately has a positive tone, in contrast with 
work in industrial psychology a decade ago, 
which then consisted principally in calling 
upon psychology to show, for instance, how 
phrenology could not be used to select 
workers, but neglected to show anything 
especially positive. The large number of 
selections in this book from industrialists is 
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evidence of the constructive progress which 
it mirrors. Although this is primarily a 

` text, it is worth the reading of any one in 
allied fields who wishes to keep abreast of 
progress, _ 

The Psychology of the Inventor supple- 
ments rather than supplants the work of 
Taussig, Veblen, and Ogburn. And yet all 
of these leave the question of the social and 
mental factors essential to invention sadly 
overshadowed by the progress of invention 
itself. Rossman, a patent attorney, has 
reorganized previous work in the field and 
has carried this a bit farther by information 
obtained from patent attorneys, corporate 
research’ directors, and inventors them- 
selves; the information from the inventors 
is the most unilluminating of the lot. This 
interesting and thought-provoking com- 
pilation lends added credence to the belief 


that inventions spring more from the social 


and scientific environment than from: 
unique mental processes; the sociology of 
the inventor may remain more enlightening 
than the psychology of the inventor. 

Ramus has written another popular 
book, Behind the Scenes With Ourselves, 
which should appeal strongly to those 
seeking better self-knowledge and greater 
power. It has a marked undercurrent 
against social reforms and customs. The 
general treatment is psychoanalytic and 
medical. 


In Discovering Ourselves, two eminent . 


psychiatrists have collaborated to help the 
general readers discover themselves. The 
authors have been catholic in garnering 
material from various schools of psycho- 
analysis, and pragmatic in deciding what ta 
include. - This is a more conservative book 
than the one by Dr. Ramus which appeals 
to the same audience, but should be equally 
interesting to the general reader. 

The revised edition of Hart’s Psycho- 
pathology is especially noteworthy for its 
constructive critical evaluation of the 
various schools of psychoanalysis. Read- 
ers of Tue Annats will find the section on 
rumor of considerable interest. 

The Affective Consciousness is in a sense a 
revolt against behavioristic treatments of 
pleasantness-unpleasantness, emotions, lan- 
guage, imagination, and wsthetic experi- 
ence. Dr, Britan has given the subject a 
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good old-fashioned treatment, over which 
many will rejoice. . 

Dame Lyttletón presents in Our Super- 
conscious Mind authenticated instances of 
clairvoyance, mediumship, telepathy, and 
related phenomena, from which she postu- 
lates a superconscious mind analogous to 
the so-called subconscious mind. It will 
be found provocative reading. 

Imms, a British entomologist, contributes 
the volume on Social Behavior in Insects to 
the series of Dial Press Monographs. The 
book, of pocket size, is not weighed down 
with technical terms, and gives a succinct 
presentation which should enlighten those 
taking their first excursion into this field, as 
well as arouse their curiosity for further 
reading. Bees, wasps, ants, and termites 
are the social insects given most attention. 

Donato A. Lamp 

Colgate University 


Prancx, Max (Translated by W. H. 
Johnston). The Universe in the Light of 
Modern Physics. Pp. 114. New York: 
W. W. Norton and Co., Inc. $2.00. 


This translation of recent addresses by 


- Professor Planck is a brief and authotitative 


summary of the outlook of an eminent 
theoretical physicist. Professor Planck 
postulates a world of physical realities apart 
from his sense-perceptions—a world of 
atoms, electrons, and protons, of light- 
quanta and light-waves. He organizes and 
systematizes his knowledge of this world. 
The concepts he has developed, the plans of 
attack he follows, his sticcesses, his failures, 
his changes of outlook, and his unsolved 
problems are clearly presented. In keeping 
with Professor Planck’s standards of ex- 
position in spoken and written discourse, 
the original German is a masterpiece of 
forcefulness, clarity, and finished elegance. 
On the whole, the translation measures úp 
to the original. ` 
Tuomas D. Corn 
University of Pennsylvania 


Russert, Bertranp. The Scientific Out- 
look. Pp. x, 277. New York: W. W. 
Norton and Co., 1981. $3.00. 

Russell appears to derive a genuine 
pleasure from the exhilarating operations 
of his own mind. In Part I, “Scientific 


Se 
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Knowledge,” he has a good deal of fun 
poking his rapier thrusts of wit, sarcasm, 
and incisive epigram into the popular idols 
of the day. “Aristotle has been one of the 
great misfortunes of the human race.” 
Bergson’s metaphysic was accepted merely 
because it was pleasant, for, like a cocktail, 
“it enables us to see the world as a unity 
without sharp distinctions.” The physi- 
cists, pained by the conclusions to which the 
logic of their science has led them, “have 
been abandoning logic for theology in 
shoals” and writing pious volumes to con- 
ceal the fact that they have plunged the 
world into unreason and unreality. Ed- 
dington finds the world full of hops, skips, 
and jumps, and straightway plumps for 
free will and God. Jeans finds it thor- 
oughly systematic, and revives the argu- 
ment from design. And the theologians 
welcome both views as evidences of the 
validity of their ancient beliefs. 

Part II, “Scientific Technique,” contains 
a half dozen little chapters which are 
pleasant ‘reading, but not particularly 
valuable. Part III, “The Scientific So- 
ciety,” has five chapters in which Russell 
indulges in a nightmare as to what a really 
scientifically run world would be like, fol- 
lowed by a sixth devoted to a little preach- 
ment to the effect that we must cultivate 
love (benevolence) as well as knowledge. 
The mystery of this part, especially in view 
of his assertion that all things have their 
causes, is that he nowhere sees that knowl- 
edge can be applied to the cultivation of 
benevolence. On the whole, it is a dis- 
tinctly readable book, but less solid than 
some of its predecessors. 

F. H. HANKINS 
Northampton, Mass. 


Dewar, Joun. Philosophy and Civiliza- 
tion. Pp. vii, 834. New York: Minton, 
Balch & Co., 1931. $5.00. 

The title of this book is a misnomer, 
being properly derivable not from the book 
as a whole but’ from one of its eighteen 
essays, all but one of which have been 
previously published. Yet the deception 
is mild, in that Dewey’s philosophical writ- 
ings, consistently with his own theory of 
philosophy, are grounded in the social 
structure, and his writings on social prob- 
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lems are philosophical. In any case, his 
large following will be pleased to have his 
articles rescued from the comparative inac- 
cessibility of their journalistic hiding places. 

Slightly over half the essays are on 
philosophy or psychology. The selection 
is admirably adapted to explain Dewey’s 
pivotal thoughts, even going as far back as 
1896- to obtain his famous “Reflex Arc 
Concept” (here renamed “The Unit of 
Behavior”). Of particular interest to 
many will be “The Development of Ameri- 
can Pragmatism.” Of the other articles, 
the best are three on legal theory and prac- 
tice. Strangely enough, Dewey’s acute- 
ness seems most evident in his excursions 
into nonphilosophical fields. 

L. M. Pare 
University of Chicago 


CASE, CLARENCE Marsa. Social Process 
and Human Progress. Pp. 387. New 
York: Harcourt, Brace and Company, 
1931. 

Case says that everybody agrees that 
social progress means societal betterment. 
“Better” is merely “more of the good,” 
and “good” is relatively infefinable. It is 
affirmation of faith in the “enduring ex- 
istence of all that is worth preserving.” 
“Faith in God, in this deep sense, is the 
only — basis for a belief in progress,” 
(P. 7. 

Lacking the time-sense, the ancients 
could not conceive the Western notion of 
irreversible progress (Spengler). For Case, 
social progress is essentially a social process 
consisting of three major sub-processes: 
Utilization (production, physical and so- 
cial); Equalization (democratie distribu- 
tion); and Appreciation (valuation). He 
defines his problem as.a consideration of the 
“ways and means of societal self-direction.” 
Granting its existence and that man can 
recognize it, can he “retard, accelerate, or 
direct it in line with his own desires and 
ideals?” (P. 73.) 

He then discusses eugenics, rampant 
mental testing, youth adulation and youth 
movements, cultural diffusion, legislation, 
education, and religion, finding little 
promise in any of them, although the latter 
three, rightly understood and rightly used, 
offer the best hope. 
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“The greatest obstacle is infantile and , 


imbecile social age, untested—and largely 
unregarded—-by the testers. Social in- 
fantility is characterized by senseless noise, 
grabbing, squalling, and mussiness. In 
Chapters VII-IX he shows how these traits 
permeate and pollute our entire disharmc- 
nious and cacophonous culture. 

While not overly optimistic, Case is not 
utterly hopeless of conscious societal self- 
direction through a thoroughgoing “renc- 
vation of values.” But it is no automatic 
and inevitable process. 

This closely reasoned, critical, and 
stimulating essay has punch, whether one 
agrees with it entirely or not. 
' Reap Baw 
Miami University 


Vuisucets, Wirraerm. Die Masse: ein 
Beitrag zur Lehre von den sozialen Gebilden 
(Heft II, Beiträge zur Beziehungslebre, 
herausgegeben von Leopold von Wiese}. 
Pp. xi, 104. Munich and Leipzig: 
Duncker and Humblot, 1931. M. 6.— 
This little brochure on the crowd as a 

sociological phenomenon is of value in two 

respects. First, the introduction by Leo- 
pold von Wiese makes clear the close 
connection of Vleugels’ work with the ex- 
traordinarily fruitful system of sociological 
analysis promulgated by von Wiese. Sec- 
ond, the study itself is a trenchant critique 
of theories of the “objective crowd” and of 
indiscriminate application of the term 
“crowd” to plurality patterns in general; 
in addition, Vleugels presents a sober and 
apparently valid theory of his own. The 
book is to be highly recommended to all 
social psychologists and sociologists who are 
not convinced that Sighele, LeBon, and Park 
have said the last word about the crowd. 
Howard BECKER 
Smith College 


Kaster, Joser (Paterson, Huntley, Trans- 
lator). The Messiah of Ismir. Pp. 346. 
New York: The Viking Press, 1931. 
$3.50. 

- Sabbatai Zevi is among the outstanding 

figures in the history of messianic move- 

ments. About the middle of the seven- 
teenth century, when the world of both 

Judaism and Christianity was expecting 
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the new age, he proclaimed his messiahship 
in Ismir, now known as Smyrna. The 
story of the times, and the life and adven- 
tures of this extraordinary person, are told 
by Josef Kastein in details well fitted to the 
larger setting. The translator has done his 
work exceedingly well. The style is sim- 
ple, dramatic, and moving. Upon the 
ample canvas of Jewish tradition, folklore, 
religion, ambitions, and sufferings, the 
author portrays the career of the man who 
brought under his banner Jews in every 
land, from Jerusalem to Amsterdam, and 
converted to his messianic claims poor and 
wealthy, ignorant and erudite, the proud 
and the humble. His forced conversion to 
Islam did not destroy the cause. The - 
tradition lived on, and even today there are 
sects of Sabbataians in Smyrna. 

The Messiah of Ismir takes first rank as - 
biography, painstaking historical research, 
a treatise on the power of ideas and the 
persistence of tradition, and a realistic 
drama of literary excellence. It will 
probably long remain one of the most im- 
portant contributions to the history of 
Jewish messianism, and one of the clearest 
portrayals of a religious movement. 

Wirson D. WALLIS 

University of Minnesota 


Freucuen, Parer (Translated by A. Paul | 
Maerker-Branden and Elsa’ Branden, ` 
with an introduction by Rockwell Kent). 
Eskimo. Pp. vii, 604. New York: 
Horace Liveright, 1931. $3.00. 


This semi-autobiographical novel should 
be collateral reading in every course ‘in 
introductory sociology or cultural án- 
thropology. It is a far more vivid demon- 
stration of the relativity of culturethan any 
half-dozen tomes compiled by field workers 
or closet philosophers. The story of Mala, 
the Eskimo who learned to know the white 
man too well, is nothing short of a major 
achievement in two fields: ethnography and 
belles lettres. 

But—if you find the language of the 
King James Bible too forthright in spots, 
don’t read Freuchen’s masterpiece; he does 
not call a spade an agricultural implement 
impelled by pedal pressure. 

Howard BECKER 

Smith College 
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THORNTON, Harrison ROBERTSON. 
Among the Eskimos of Wales, Alaska, 
1890-1893. Pp. xxxviii, 285. Balti- 
more: The Johns Hopkins Press, 1981. 
$4.00. 


This is a most attractively illustrated and 
meticulously edited record of the observa- 
tions made by the Rev. H. R. Thornton 
during his three-year sojourn among the 
Eskimo of Alaska as a missionary. Mr. 
Thornton belonged to the type of mission- 
ary who is determined to see only good; he 
was very much occupied during his three 
years in organizing a school, and his com- 
ments upon the habits and customs of the 
Eskimo are so blurred by benign refusal to 
see evil and by lack of systematic observa- 
tion that they are of small scientific value. 
In a field which has been less thoroughly 
investigated, these random comments upon 

costume and manners might be useful. For 
the Eskimo, they are merely repetitious. 
Marearet MEAD 
The American Museum of Natural 
History 


Prrenne, H., Perroy, E., RENAUDET, A., 
Hanpetsman, M., and Harrnen, L. 
La Fin du Moyen Age. (2° Partie.) 
Pp. 324. Paris: Felix Alean, 1931. 35 
francs. 

The present book is a continuation by the 
same authors of the volume reviewed under 
this title in the July number of Tae Ax- 
Nars. It covers the brief period from the 
fall of Constantinople in 1453 to the dis- 
covery of America by Columbus, and con- 
siders it as the forerunner of modern times. 
(L’annonce des temps nouveaux.) As in 
the previous volume, considerable atten- 
tion is given to social and cultural condi- 
tions in the period—the new economic 
tendencies, the development of humanism, 
and the renaissance of the arts. The 
presentation is clear and illuminating, and 
a sixty-six-page Index to the two parts 
furnishes an exhaustive key to their con- 
tents. 

A. C. Baver 

University of Pennsylvania 
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reserves, 147: 73; United States’ resources 
neglected, 150: 109. 


CORPORATIONS 
Employee stockholders of, 129: 150; gov- 
ernmental control of, 138-155; legislation 
regarding, 143-155; publicity regarding 
transactions of, 139, "150; relation of stock- 
holders to, 138, 139; small, future of, 149 
Pt I: 22-27; structure of, 129; 149, 150. 


See also CARTELS; COOPERATIVE 
SOCIETIES; TRUSTS. 


COST OF LIVING 
China, 152: 81-88; Germany, 134: 97, 98; 
United States, 130 sup.: 10-15, 25-35, 84; 
143: 79, 81, 101, 159, 160. 

COTTON 
Cotton gin, 140: 118, 128; crops, 131: 74, 
75, 179; 142: 210, 211; large production in 
China, 152: 185, 331; large production in 
India, 145 Pt II: 77; world conditions, 134: 
20, 21; world supply controlled by Southern 
United States, 140: 128, 129, 141: 107. 


See also TEXTILE INDUSTRY. 
maser AND THEIR ADMINISTRA- 


Administration of justice, 136: 54, 66-74, 
82, 87-101; 145 Pt I: 18; conciliation, 136: 
54-65; court of domestic relations, see 
family court; courts of equity, 102-104; 
criminal procedure, 112-128, 143, 144, 
146-151; 145 Pt I: 18, 23-30, 50-54, 60, 61; 
146: 18; delays in procedure, 136: 54, 82, 83; 
family court, 106-111; 145 Pt I: 89, im- 
proved by crime commissions, 68-73; 
Juvenile court, 136: 105, 116; 145 Pt I: 77, 
78, 80-97; jury trial, 136: 6, 7, 75-81, 97, 
98, 118-115; re Negro cases, 140: 57-63, 
95, 96; weaknesses of, 145 Pt I: 50-56. 


See also CRIMINALS; DELINQUENTS; 
PENAL TREATMENT; PRISONERS. 


DECISIONS 


Based on technicalities, 136: 100, 101; 
confusion among, 10, 11;.in Philippine 
Islands, 131 sup.: 15; re anti-trust laws, 
149 Pt I: 146, 147; re child labor law, 129: 
90; re Colorado River Development, 135: 
109, 139, 140, 144-149; re control of electric 
energy, 129: 135; re Federal and State 
jurisdiction, 91-94; re Federal subsidy sys- 
tem, 103; regarding power of Federal Trade 
Commission, 141, 144; re legal procedure, 
136: 76-80, 124, 125. 


re Massachusetts minimum wage law, 
130 sup.: 71, 72; re Negro status in United 
States, 140: 90-96, 104; re private police, 
146: 61; re Prohibition Amendment, 129: 
91-93; 136: 42; re radio control, 142 sup.: 
37, 38, 41, 42; re rate-fixing in public util- 
ities, 129: 110, 128; 149 Pt I: 184; re real 
estate, 136: 22, 24; re trade associations, 
139: 34-40, 47-49, 51) re traffic, 133: 145, re 
uniformity of laws, 136: 35; re women, 
16, 18-21; 143: 258-264; re workmen’s 
compensation, 129: 98, 94; 136: 67~70; re 
zoning, 133: 2; 136: 23, 24; 145 Pt I: 21. 
See also ANTI-TRUST LAWS. 
CREDIT, see FINANCE. 


CRIME 
A legal-social problem, 145 Pt I: 72, 73; 
aided by darkness, 133: 34; as affected by 
industrial relations, 146: 119, 120; causes, 
118: prevention, 23, 115, 118; statistics, 
76-83, 86-89, 94, 95; studies of, 145 Pt I: 
71-73; 146: 117, 197-204, 222. 
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CRIME COMMISSIONS, VALUE OF, 
145 Pt I: 68-73. 


CRIMINAL INVESTIGATION 
By detectives, 146: 214-222; by police, 
18, 21, 22, 223; by public prosecutors, 14- 
18; identification, 26, 124, 125, 205-211, 
221, 222, 227-231, 234-237, 240, 241, 248, 
258-260; in Toeps 211-213, 219-236; in 
South America, 213; international coöpera- 
tion, 213; medico-legal, 250-257; photog- 
raphy, 239, 240; psychology in, 258-268; 
science and, 214, 237-248, 257. 

CRIMINALS 
Identification of, 146: 17, 26, 124, 125, 
205-213, 221, 222; mentally defective, 136: 
129-135; 145 Pt I: 23-30; 149 Pt IN: 3, 4; 
methods of, 146: 215, 216; public attitude 
toward, 136: 139. 


See also CRIME; DELINQUENTS; NE- 


GROES; PENAL TREATMENT; 
PRISONERS. 
CUBA, see INTERNATIONAL RELA- 


TIONS; NEGROES—in Latin America; 
TARIFFS. 


CZECHOSLOVAKIA, see AGRICULTURE; 
FINANCES—Evrorzr; LAND UTI- 
LIZATION; MOTION PICTURES—in 
European countries; RADIO—in various 
countries; TARIFFS. 


DAIRY PRODUCTS 
As affected by tariffs, 141: 129, 248; gen- 
eral status of, 142: 215, 245-249; in Aus- 
tralia, 466-468; in Denmark, 127: 53; 142: 
427, 428, 436-48; milk production, 142: 
58-69, 105-109, 245-249; movements of, 
79; standardization of, 427-433, 436-438. 


DAWES PLAN, see REPARATIONS SET- 
TLEMENT. 


DELINQUENTS 
As affected by environment, 151: 4, 151, 
152, 173-188; care for, 136: 106; classifica- 
tion of, 151: 173-175; institutionalization 
of, 145 Pt I: 90, 91; 151: 4, 152, 173-183; 
juvenile, 136: 105, 116; 145 Pt I: 77, 78, 
80-97; 151: 4, 152, 173-188, 204, 206, 207; 
mentally defective, 149 Pt II: 60, 61, 147, 
185, 186; runaway children, 146: 106; 
149 Pt ITI; 47-58. 
See also COURTS AND THEIR AD- 
MINISTRATION; PROBATION. 
DENMARK, see DAIRY PRODUCTS; 
FINANCES—Evrory; RADIO—in vari- 
ous countries. 
DIET, see HEALTH, PHYSICAL. 
DOMINICAN REPUBLIC, see NEGROES 
—in Latin America. 
ECONOMIC CONDITIONS 
In China, 132: 52-59; 138: 47, 48; 152: 12, 
. 13, 104, 106, 109-115, 144-147, 152, 154, 
155, 160, 173, 174, 198, 199, 203, 225, 265, 
286; in Europe, 134: 4-8, 63-66, 96-105, 
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ECONOMIC CONDITIONS, Cont’d 
145-148, 167-173, 176-178; in Europe, 
aided by League of Nations, 132-139; in 
Great Britain, 135 sup.: 232-245; in Latin 
America, 132: 130; 150: 168-172; in Man- 
churia, 152: 290; in Russia, 132: 33, 34, 37, 
38, 48-45; 134: 208, 209; 138: 37, 101-107, 
111-115; in the world, 134: 174-176. 


UNITED STATES 


As affected by installment trading, 129 
sup.: 18-50; 130: 72; 139: 162-165; as 
affected by price fluctuation, 1; as affecting 
framing of Constitution, 129: 2; as affecting 
politics, 1; changes in, 135: 2-5; general, 
134: 145; of farmers, 142: 165-167, 189, 
190, 207, 233, 327. 

See also INDUSTRY; LABOR; LIVING 

CONDITIONS; UNEMPLOYMENT. 


EDUCATION 

In Africa, West, 140: 321-323; in China, 
132; 72, 80, 93, 94; 138: 38, 46, 47; 152: 
11, 12, 15, 27, 28, 47-58, 64, 68, 107, 110, 
113, 147, 148, 176, 177, 182, 196, 197, 225, 
351; in India, 145 Pt Il: 44, 122, 127-160; 
in Russia, 132: 15, 45, 46; 138: 87; legisla- 
tion regarding, 129: 96, 97, 102; radio as 
factor in, 142 sup.: 71-77. 


TYPES OF 


Aéronautical, 131: 20-26, 126, 155; agricul- 
tural, 129: 103; 142: 250-256; 142 sup.: 
73; for social work, 145 Pt I: 121-124; 
general, 128: 82; health, 128: 67-69, 133- 
137, 140, 141; 140: 294-297; 151: 92, 94, 
102-104; home economies, 143: 28, 46, 47, 
361-367; industrial, 149 Pt I: 113, 114; 
legal, 136: 153-156, 158, 159; 145 Pt I: 
114-120, 125-129; medical and surgical, 
128: 67-69, 189-141; mental hygiene, 149 
Pt IH: 92-96; musical, 128: 32; 142 sup.: 
72; 152: 28; parental, 129: 103; 149 Pt III: 
176; 151: 32-46, 92, 94, 102, 103, 117-120, 
141, 142; political, 138: 46, 47; 143: 208, 
209, 215; safety, 128: 94, 95; 130: 140-142; 
137: 79; special, for handicapped children, 
149 Pt III: 133-138, 143, 144, 146-150, 
175; vocational, 129: 103; 137: 45; 145 Pt 
T 1317190; 149 Pt ITI: 146-150; 152: 176, 
177. 
Unitep STATES 

Aérial photographs in, 131: 51; aided by life 
insurance, 130: 53-57; as related to child 
labor, 129: 38, 39, 45; courses in insurance, 
130: 213-219; fallacies in, 129: 106, 107; 
Federal support of, 102-105; for working 
women, 143: 120, 131; increase of, 129: 44; 
libraries, motion picture, needed for, 128: 
145; modern trends in, 117-212; 129: 107, 
108; motion pictures for, 128: 31, 32, 66-69, 
82, 94, 95, 109-130, 133-137, 189-141, 
144, 145; present needs in, 129: 99, 100, 
107, 108; public, per capita cost of, 43, 44; 
present needs in, 99, 100, 107, 108; South 
compared with North, 44; weaknesses of 
present system of, 32, 45, 95. 


Schools 


Attendance, 129: 38, 89, 42, 44, 45; 140: 
224, 225, 281; enrollment, 142: 45, 187; 
143: 1; for Negroes, in North, 140; 227; 
for Negroes, in South, 209-223; in relation 
to gifted children, 149 Pt III: 152, 153; 
responsibility for child welfare, 140-150, 
175-177; 151: 11, 14, 15, 58, 54, 62-69, 31, 
119; rural, 142: 313, 314; State support of, 
129; 106; 136: 28; 140: 146. 


ELECTRICAL POWER AND INDUS- 
TRIES 


General, 127: 65-67; 129: 110-117, 119-' 
124, 128-137; 135: 76~83, 106, 119-121, 
186, 168, 174, 175; in Germany, regulation 
of, 147: 155; necessity for, in Southwestern 
United States, 148 Pt II: 1, 2; permitting 
decentralization of industry, 149 Pt I: 177; 
standardization in, 137: 151-156; used on 
farms, U. S., 142: 207, 233, 234, 239-241. 


See also BOULDER CANYON PROJECT; 
MUSCLE SHOALS. 


EMIGRATION 

As factor in international relations, 150: 
197, 198, 209, 218, 219; from China, 152: 
49, 152, 154, 225, 356-369; from Europe, 
134: 8-10; from India, 145 Pt Il: 27-35; 
motives for, 131 sup.: 12, 26; 150: 7-11, 23; 
152: 49, 152, 154; restriction of, 150: 13, 
197, 198. 


See also IMMIGRATION; MIGRATION; 
POPULATION. 


ENGINEERING 
For Mississippi flood control, 135: 50-56; 
on Colorado River, 105-107, 116-121; 
148 Pt I: 20-28, 30; St. Lawrence Water- 
way project, 135: 60-84; sanitary, 136: 28. 

EXCHANGES, STOCK 
Abuses on, 129: 152-155; hedging, 139: 
150; New York, 129: 150, 152, 153; 130: 
35-38, 40, 41; New York Real Estate Se- 
curities Exchange, 148; 26-32. 


FAMILY 

As affected by mechanization, 149 Pt I: 
121-127; broken, 136: 106; 145 Pt I: 98- 
104; 151: 22, 23; conservation of, 2, 46-56, 
92-101, 186; divorce, 136: 106-109; 151: 
22, 23; effects of changes in, 20-24, 30-32; 
functions of, 143: 50-54; 151: 23, 24; in 
China, 152: 12, 18, 24-27, 89-46, 96, 97, 
106, 108, 148, 148, 176; income, adminis- 
tration of, 143: 25, 26, 41, 42, 46-48, 191- 
193; income, women’s contribution to, 
74-93, 117, 315; legal relations in, 136: 19, 
20. 


See also CHILDREN; HOME, NE- 
GROES; RECREATION; WOMEN. 


FAMINES : 
Causes, 152: 2, 90-100, 145; frequency, in 
China, 1, 89, 90; prevention, 145 Pt I: 84, 
85; 152: 95, 99-104, 110, 114; relief, 145 
Pt I1: 82-85, 125, 126; 152: 89, 95, 161, 162; 
severity, in China, 89, 90, 93. 


FARM RELIEF 

And tariffs, 141: 120-148; 142: 89-96, 318, 
319, 329-333, 443, 444; and taxation, 
312-317, 821, 326; as affecting national 
prosperity, 327, 328; direct marketing, 
384-840; economic remedies, 202-317; es- 
sentials of, 318-328 ; experience of various na- 
tions in, 867-378; farm income, 1-19, 158- 
169, 191, 218, 222-227, 248, 244, 307-309, 
391-102; 148: 121, 211, 234-243; marketing 
remedies, 142: 315-453, 466-468; MceNary- 
Haugen bill, 381, 402-405; predicament of 
farmers, 70, 159, 163-169, 353; suggested 
plans for, 141: 173, 174; 142: 184, 318-328, 
353, 880-390, 402-405, 439-449; through 
coéperative effort, 89, 303, 3238-326; 
through livestock prices, 222-227; through 
market information, 341-351; through St. 
Lawrence Waterway, 295, 445. 


TEDERAL Farm BOARD 


Bill to establish, 142: 448-453; objectives 
of, 149 Pt I: 48, 49; proposed measures of, 
142: 444-449; revolving fund, 448, 451; 
stabilization corporations, 448, 450-452. 


See also Vol. 142, March 1929, “Farm 
Relief”; AGRICULTURE; PRICES; 
TRADE, DOMESTIC, Unrrep STATES. 


FILIPINOS 
Attitude toward United States, 131 sup.: 
7, 19, 29; characteristics, 4, 14-16; civiliza- 
tion, 22; education, 4, 27, 28; languages, 4, 
10, 14, 22, 27; racial origin, 4; religion, 2, 
11, 22; women, status of, 16. 


See Vol. 131 Supplement, May 1927, “Are 
the Filipinos Ready for Independence?” 


FINANCES 

Of Philippine Islands, 131 sup.: 6, 7, 24, 25; 
of China, 132: 58, 59; 152: 15, 23, 106, 
149-151, 178, 180, 206-213, 241-251, 338, 
348, 352, 353. 

CREDIT 
Agricultural, 134: 203; 138: 47, 48; 140: 
148; 142: 25, 192, 303-305, 439, 440; 145 
Pt II: 96, 97; as affecting business cycles, 
149 Pt I: 59, 60; bank loans, 139: 152-159; 
149 Pt I: 59, 60; control of, by Federal 
Reserve banks; 139: 170, 171; 144: 6, 7; 
instalment, Vol. 129 Supplement, Jan. 
1927; 139: 160-165; lack of, in China, 152: 
92, 93, 110. 

EUROPE 


Belgium, 134: 70, 155; Currency, 59-65, 
72-75, 107, 110-114, 151-159; Czechoslo- 
vakia, 155; Denmark, 152; Finland, 70, 
153; France, 50-53, 71, 72, 153, 154; 
Germany, 48, 49, 69, 70, 73, 157; 142: 362; 
government budgets, 134: 45-54; Great, 
Britain, 53, 54, 67-69, 152; Italy, 72, 155, 
156; Netherlands, 152; Poland, 158; price 
movements, 58, 63-66; public debt, inter- 
nal, 67-73; public expenditures, 42-57, 67, 
95; Russia, 132: 43, 44, 158; Sweden, 134: 
151, 152; Switzerland, 152. 
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Inpta 


Administration, 145 Pt II: 118, financial 
system, 116, 117; money reconstruction, 
101-114; publio debt, 121, 122; public 
expenditure, 121; revenue, 85, 86, 117. 


INTERNATIONAL 

China, 132: 83; Europe, 134: 38-57, 77-80, 
82, 94-96; flow of capital, 150: 66-84, 
204-206; France, 127: 162; 134: 91-93; 
Germany, 127: 161, 162; 134: 93, 114-122, 
157; 138: 9; Great Britain, 127: 163, 164; 
134: 90, 91, 122; 138: 2; Italy, 134: 93, 
94; indebtedness, 127: 4, 160-166; 134: 
75-96; 138: 6; international settlements, 
141: 191-203; 144: 14-20; investments, in- 
ternational, 150: 67-84, 195, 196, 206; 
Latin America, 132: 128, 130, 140; Philip- 
pa Islands, 131 sup.: 25; reparations 
onds, 150: 55-64, 67-76; Russia, 132: 17, 
89-41; 138: 90, 107, 108. See also REP- 
ARATIONS SETTLEMENT. 


UNITED STATES 

Federal Reserve policies, 150: 67; Federal 
Reserve system, 134: 158; investments, 
character of, 147: 103-106; investments of 
insurance companies, 130: 21-26; legisla- 
tion re Federal expenditures, 137: 199; 
New York, a world investment center, 149 
Pt I: 85-87; relation of wealth and expendi- 
ture, 129: 43, 44; revenue, Federal and 
State, 1-27; tourist expenditures, 141: 
27, 


See also BANK FOR INTERNATIONAL 


SETTLEMENTS; BANKING; IN- 
eS TARIFFS; TAXA- 


FINLAND, see FINANCES—Evroprg; LIV- 
ING CONDITIONS; WAR—-civil. 


FLOODS AND FLOOD CONTROL, 135: 
45-49, 97, 102, 103, 115-118, 133, 134, 
151, 152; 142: 275; 148 sup.: 20-2s, 30, 
31; 152: 2, 90, 93, 94, 114. 


FOREIGN OFFICE ORGANIZATION, 
in Great Britain, France, Germany, 
Italy, and United States, sce Vol. 143 
Supplement, May 1929, “Foreign Office 
Organization.” 


FRANCE, see AGRICULTURE; AVIA- 
TION—development in Europe; 
COMMERCIAL INFORMATION 
SERVICE; FINANCES—Europy; IN- 
STALMENT TRADING; MOTION 
PICTURES-—in European countries; 
RADIO—in various countries; TAR- 
IFFS; TAXATION—in Europe; 
TRADE, INTERNATIONAL. 


GEOGRAPHY 
Of China, 152: 1-9, 20, 94, 99, 100, 121, 122, 
134, 135, 138, 278-292, 318, 321; of India, 
145 Pt II: 59; of Philippine Islands, 131 


l GEOGRAPHY, Contd 


sup.: 1, 2; of ‘United States, 135: 1, 2, 7, 8, 
10-14, 37, 97-105, 115, 127, 128, 151, 152. 
See also CLIMATE; INLAND WATER- 

WAYS. 


GERMANY, see AGRICULTURE; AVIA- 


TION—development in Europe; CAR- 
TELS—European; COST OF TİVING; 
TANI CONDITIONS—in Eu- 
‘ope; FINANCES—EvurorE; INSTAL- 
NT TRADING; LAND UTILIZA- 
TION; MOTION PICTURES—in Eu- 
ropean countries; RADIO—in various 
countries; RAILWAYS; TARIFFS; 
TRADE, INTERNATIONAL; UN- 
EMPLOYMENT—in Europe. 


GOVERNMENT 


Of Latin America, 150: 170; of Mexico, 132: 
172-174, 185, 186; 138: 77, 78 
CHINA 

Foreign political interests, 132: 65, 90, 91; 
in Manchuria, 152: 286, 287; in Mongolia 
and Chinese Turkestan, 318-327; instability 
of, 132: 48, 54-56; 152: 14, 94, 150, 178, 
183, 188, 252, 352, 353; in ’ Tibet, 9; 
monarchical, 132: 60; 152: 23; Nationalist 
Party (Kuomintang), 132: 61; 62, 66, 
76-79; 138: 47, 49; 152: 52, "197, 214, 
219-226, 239, 262-265; reconstruction, 
132: 69, 70, 104, 112-114; 138: 30-32, 39, 
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50; 152: 11} republican, 214-228. See also 


COMMUNISM. 
Inora 

Ancient village communities, 145 Pt II: 36, 
37; Constitutional development, 1-18; 
Dyarchy, 6, 14-16; Great Britain’s policy, 
4, 5, 38-42; Hindu-Moslem relations, 
175-180; local self-government, 36-44; 
Minto- Morley Constitution, 4; native 
states, 2, 45-58; parliamentary govern- 
ment, demand for, 2-4; political ideals and 
aspirations, 3, 7, 8, 17, 18, 26. 


PHILIPPINE ISLANDS 
Independence of, 131 sup.: 5-7, 9-13, 16, 
17, 19-28, 33; relations with United States, 
6-8, 11-13, 18, 30-32; stability of, 9, 23-26. 

Russia 
Economic policy, 138: 101-106, 116; gen- 


‘a eral effects of, 132: 42-47; 138: 99, 118; 
‘` methods of, 132: 18, 35; peaceful attitude 


of, . 138: 98, 99; principles of, 132: 10-13; 
138: 88-90, 97, 98, 101-104; recognition of, 
by United "States, 132: 12, 13, 31, 35, 36, 
38, 40, 41; 138: 83, 90- 93, 109, 119; 142: 
356; stability of, 132: 34. "See also COM- 
MUNISM. 
UNITED STATES 

Constitution, 129: 2, 4, 5; criticism of, 67, 
68; Federal and State relations, 9, 10; 21-27, 
72-81, 88-94, 126-131; functions of, 16, 
75, 97, 98; in relation to business, 74, 75, 
138-155; ; in relation to child labor, 28-71: 
in relation to education, 95-109; political 


parties, 141: 243-252; 143: 217-229; 149 
Pt I: 181; President, powers of, 131 sup.: 
23. See ‘also COMMUNISM; LOBBY- 
ING; POLITICS; PUBLIC UTILITIES; 
Vol. 129, Jan. 1927, “Federal versus State 
Jurisdiction in American Life.” 


GREAT BRITAIN, see Soe eae 
AVIATION—development in eon 
COMMERCIAL INFORMATI 
SERVICE; ECONOMIC CONDE 
TIONS; FINANCES—Evrorr’ GOV- 
ERNMENT—INDIA; INSTALMENT 
TRADING; INTERNATIONAL RE- 
LATIONS; MOTION PICTURES— 
in _ European countries; RADIO—in 
various countries; TARIFFS; TAXA- 
TION—in Europe; TRADE, INTER- 
NATIONAL; Vol. 135 Supplement, 
Jan. 1928, “Great Britain’s Recent 
Trend Toward Protection.” 


HAITI, see INTERNATIONAL RELA- 
TIONS—Central America and United 
States; NEGROES—in Latin America. 


HAWAII, see TARIFFS—reciprocity. 


HEALTH, MENTAL, see MENTAL 
HYGIENE. 


HEALTH, PHYSICAL 

As affected by mental state, 149 Pt III: 
388-42; dental health, 151: 62, 70-81, 87, 
88; expectation of life, 145 Pt I: 153-201; 
149 Pt I: 20; hygienic rules, 145 Pt I: 179- 
187; of children, 128: 135, 136; 151: 2, 26, 
62-81, 83, 87, 91-109, 113, 117-122, 167; 
of Negroes, 140: 75-89, 231~233, 261, 262,. 
294-298; public safeguards, 146: 249; 151: 
46, 47, 80, 81, 105-109; statistics of, 145 
Pt I: 161-169. 


Diet 


Food values, 142: 123, 245; legislation re 
pure food, 136: 28; 137: 216; nutrition, 151: 
73, 74, 82-91, 104, 105, 199. 


See also SOCIAL SERVICE. 


HISTORY 
Of China, 132: 102-104; 152: 20-22, 30, 
214-228, 242-251, 262, 308-326; of Russia, 
132: 18-28, 42, 43; 138: 115, 116; of United 
States, 129: 1, 2; 132: 18-28; 140: 98-101, 
116-119, 122-125, 209-213; 144: 42, 43. 


HOME 

An adequate outlet for women’s abilities, 
143: 31, 32; apartment living, 27; 149: 20; 
as influencing child development, 143: 31, 
804; 149 Pt TI: 14, 47-50; 151: 24; as 
influencing the wife, 143: 302- 304; eco- 
nomics, 142: 255; 143: 21-32; hired help, 
26, 27, 49-60; homemaking, 22— 32; objec- 
tives of, 24, 305, 306; resources ‘of, 25, 
28-30; rural, 142: 326; 143: 27; training for 
homemaking, 28, 361-367; urban types of, 
148: 185, 186. 


See also CHILDREN; FAMILY;WOMEN. 


ILLEGITIMACY 


Among Negroes, 140: 50, 51; as a social 
problem, 151: 155~161; attitudes toward 
children, 167; care of children, 136: 109; 
151: 162-166, 170; care of mothers, 156, 
162; emotional needs of children, 156, 
167-169; legal status of children, 136: 22; 
mother-child relationship, 151: 155-157; 
atatistics, 154, 163. . 


See also CHILDREN. 


IMMIGRATION . 

As affecting character of population, 150: 
8, 20, 218; discouragement of, 13, 17-22; 
encouragement of, 13, 15; French policies, 
16, 17; policies of British Dominions, 14, 15; 
selective policy, 17-22, 219; South American 
policies, 15, 16. 

UNITED STATES 

As affecting labor conditions, 130 sup.: 1; 
140: 129, 130; 150: 22; as affecting standard 
of living, 130 sup.: 1; 150: 20, 22, 218; 
assimilation of, 142: 152, 153, 156; atti- 
tudes toward, 151, 152; extent of, 140: 130; 
motives for, 142: 151, 155; racial character 
of, 140: 3, 42; sources of, 130, 131, 155, 156. 


Regulation 

Administration, 146: 48-50; Chinese in 
United States, 152; 356-369; exclusion of 
Filipinos, 131 sup.: 20; exclusion of Orien- 
tals, 26; 132: 106; general, 141; 223; 142; 
155; House Committee on Immigration and 
Naturalization, 150: 18; quota system, 140: 
130; United States Immigration Commis- 
sion, 150: 13. 


See also EMIGRATION; MIGRATION; 
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INDUSTRY 


As affected by chemistry, 139: 15-33; com- 
petition and uniform cost accounting, 
74-79; history of, 137: 138-141; in China, 
128: 83, 90, 91, 106; 132: 58; 152: 12, 27, 
113, 151-153, 173-205, 283; in India, 145 
Pt II: 91-98, 97-100, 115, 124, 125; mass 
production, 141: 48-46; 149 Pt I: 6-9; 
sychology in, 110-119; report of World 
tconomic Conference 1927, 134: 194-200; 
seasonal variations in, 139: 101. 
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As influenced by United States industrial 
development, 149 Pt I: 61, 62; conservatism 
in, 62, 63; production, 134: 14-27; rational- 
ization, 149 Pt I: 61-66; Russia, 132: 14-17, 
44; 138: 87, 111. 
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American establishments abroad, 149 Pt I: 
87, 170, 171; as affected by legal minimum 
wage, 130 sup.: 8-19, 33-46; children in, see 
CHILDREN; decentralization of, 149 
Pt I: 25, 177; distribution, 33, 34, 36M4; 
employers’ attitudes, 130 sup.: 35, 39-46, 
70, 71; 149 Pt I: 110; labor turnover, 143: 
109-119; location of, 142: 296-301; Ne- 
groes in, see NEGROES; production, future 
of, 149 Pt I: 28-35; safety in, 130: 140-142; 
139: 47; 151: 50, 51; waste, 137: 1, 2; 147: 
37; women in, see WOMEN. 


See also IMMIGRATION; INDUSTRIAL 
MANAGEMENT; INDUSTRIAL 
STABILIZATION; LABOR; MECH- 
ANIZATION; STANDARDIZATION; 
TARIFFS; TRADE UNIONS. 
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INDIA, see Vol. 145 Part II, Sept. 1929, 
“India.” 


INDUSTRIAL MANAGEMENT 


INLAND WATERWAYS 
Development of, Mid-West United States, 
135: 16-24; European, 142: 285-290; 150:26, 
27; in China, 152: 6, 7, 170-172, 285, 286, 


EXEcUTIVES 

Aims of, 149 Pt I: 97, 98, 192; changing 
philosophy of, 98, 99; employers’ organiza- 
tions, 130 sup.: 70; functions of, 149 Pt I: 
94, 95; importance of, 24, 25; 152: 182; 
psychological viewpoint, 149 Pt I: 110-113; 
responsibilities of, 95, 96, 100; training of, 
116, 117, 192-197; 152: 182. 


INDUSTRIAL STABILIZATION 


Aided by bankers, 139: 152-159; aided by 
statistics, 51-70; as affected by instalment 
trading, 160-165; forecasting, 109-125, 145; 
139 sup.: 199; hand-to-mouth buying, 139: 
136-145; 142: 297; of employment, 149 Pt 
I: 186, 187; of production, 139: 82-99, 
102, 107, 108; 147: 21, 37; 149 Pt I: 33, 34; 
side lines in production, 139: 107; the style 
factor, 126-135, 187, 145. 


See also specific industries. 
INDUSTRIALIZATION, see MECHANIZA- 
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290, 291; Mississippi River, 135: 1-16, 
25-59; 142: 283-290; St. Lawrence River, 
135; 60-96; 142: 291-295, 445; 150: 27. 


See also ENGINEERING; IRRIGATION; 
SHIPPING; TRANSPORTATION; Vol. 
135, Jan. 1928, “Great Inland Water- 
way Projects in the United States.” 


INSTALMENT TRADING 


As affecting business cycles, 139: 161, 162; 
as affecting economic conditions, 129 sup.: 
18-50; 130: 72; 139: 162-165; as affecting 
industrial stability, 160-161, 163-165; as 
affecting the individual buyer, 129 sup.: 
50, 51; classes of goods involved, 12-18; 
classes of purchasers, 10, 11; causes of, 
6-10; history of, 1-5; in Canada, 6; in 
France, 6; in Germany, 6; in Great Britain, 
5; in Japan, 6; in Latin America, 6. 


See also TRADE, DOMESTIC; Vol. 129 
Supplement, Jan. 1927, “Social and 
Economic Consequences of Buying on the 
Instalment Plan.” 
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Accident and health, 130: 42-52, 144~153; 
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to education, 58-57; as aid to philanthropy, 
58-57; as affecting accident prevention, 
. 1388-148; as affecting fire prevention, 
' 103-107; as related to life span, 6-8; 
coverage, multiple line, 181-184; 131: 181; 
disability, see accident and health; health, 
see accident and health; Socrat-health; 
in China, 152: 105-108; Negro companies, 
140: 142; of price risk, 139: 146-151; 142: 
805, 309, 310; organizations related to, 
130: 103-107, 190; premiums, see rates, 
and various kinds of insurance; rates, 111, 
114-120, 171-180; 131: 181, 182, 170; 
regulation of, legal, 129: 60-62; 130: 114- 
120, 181, 185-190, 202-212; State funds, 
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211; fraternal, 97-102; 140: 141, 142; 146: 
126; group, 130: 27-33; inspection for, 
64-69, 77-85; plans for, various, 70—76. 
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Automobile, 130: 154-170; bank guaranty, 

` 209, 210; crop, 125, 208, 209; 142: 302-311, 
360; fire, 130: 103-107, 112-120; land 
value, 148: 82-87; State, 130: 210, 211; 
transportation, 127: 183-185; 131: 130- 
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SOCIAL 


For police, 146: 38, 39, 143, 181; health, 
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17, 106; 151: 47, 48; old-age, 130: 34-41, 
159-161, 206-208; unemployment, 134: 
97; workmen’s compensation, 129: 60-62; 
130: 140-142, 171-180, 204-206; 136: 17, 
66-74; 139: 47. 


See also Vol. 130, March 1927, ‘Modern 
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‘INTERNATIONAL COOPERATION 


Economic, 141: 46; financial, 150: 65-75; 
general discussion, 138: 61, 62; in main- 
taining world peace, 144: 40, 140; interna- 
tionalism, 149 Pt I: 82; 150: 146-155, 166, 
179-186, 207; re tariffs, 141: 259-261; 149 
Pt I: 153; “United States of Europe,” 150: 
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See also INTERNATIONAL RELA- 
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INTERNATIONAL RELATIONS 


Anglo-American, 144: 11-13, 21-39; as 
affected by commercial policies, 150: 88, 
91, 94-97, 117-125, 186-191, 194, 195, 197, 
199-204, 209-211, 215, 216; as affected by 
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emigration, 197, 198, 209, ‘218, 219; as 
affected by immigration policies, 13-24, 
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understanding, 142 sup.: 21, 35; 144: 61, 
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4, 5, 115-163; 138: 59, 67, 68, 70, 71, 72; 
144: 97-101; China and Great Britain, 132: 
72-75; 152: 256-260, 276, 338-346; China 
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China and Russia, 132: 17, 62, 63, 66, 76, 
91-93, 105; 152: 229-240, 272, 273, 8311- 
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5, 48-51, 67-72, 80-88, 93-114, 193, 194; 
138: 27—45, 50, 51, 53; 142: 356; 144: 87-90, 
107, 128-136; 152: 252, 276, 356-369; Cuba 
and United States, 138: 54, 55, 60; 141: 
155-158; 144: 64-69; 


extraterritoriality, 132: 64-66, 77; 138: 
42-44; 152: 69, 204, 224, 272, 341-346, 353, 
354; foreign policy of United States, 127: 
7; 132: 1-7, 187-189; 142: 352-357; 144: 
85, 86; 150: 167-178; Franco-German, 141: 
212, 213; imperialism of United States, 138: 
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197-200; 149 Pt I: 150-153; International 
Chamber of Commerce, 134: 124-131; 144: 
63; international control agencies, 1; inter- 
national organizations, 149 Pt I: 155; 150: 
24, 28, 29, 30, 31, 55, 62, 68, 95, 97, 104, 122, 
127, 184; intervention by United States, 
138: 55, 58-61, 69-73; 144: 85-136; 


involving Cuba, 138: 54, 55, 60; involving 
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Manchuria, 138: 51, 52; 152: 16, 294-317, 
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sup.: 6, 12, 19, 26; 132: 55-59, 63, 78, 84, 
90-96, 98, 103, 104; 152: 154, 155, 318-327, 
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sup.: 6, 11-13, 16, 19, 25, 26; involving 
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194; 138: 54-81; 142: 354; 144: 65-69, 
90-93, 107, 110-113; 150: 167-178, 188, 
189, 191; Mexico and United States, 132: 2, 
8, 164-186; 135: 117, 122; 138: 77, 78; 


Monroe Doctrine, 132: 119, 127-129, 187, 
141, 142, 146, 147, 153, 154, 159, 160, 194; 
138: 140-145; 142: 355; 150: 190; neutral- 
ity, 144: 21-29, 47, 48, 51, 52, 55; Pan- 
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Russia and United States, 132: 8-31, 36, 
38-41; 138: 89-96, 99, 100, 109, 119; 142: 
356; United States as affected by European 
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See also ARBITRATION; BANK FOR 
INTERNATIONAL SETTLEMENTS; 
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INTERNATIONAL RELATIONS, Cont’d 
FINANCES—Inrernarionar; FOR- 
EIGN OFFICE ORGANIZATION; 
LEAGUE OF NATIONS; TARIFFS; 
Vol. 132, July 1927, “Some Outstanding 
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Vol. 138, July 1928, “Some Aspects of the 
Present International Situation”; Vol. 
144, July 1929, “Present-Day Causes of 
Taterna nonet Friction and Their Elimi- 
nation, 
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152, 167, 178, 224, 337, 338; of insurance 
companies, 130: 23, 24; securities, 129: 128; 
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ROPE; MOTION PICTURES—in Euro- 
pean Countries; RADIO—in various 
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NATIONAL. 
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158, 176, 177, 181, 182, 187, 196-205, 225; 
in Mexico, 150: 239~241; in Russia, 132: 
44; in South Africa, 140: 299-302; 150: 105. 
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tions, 143: working conditions, 94, 162, 
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In China, 138: 47; 152: 1, 323; in India, 145 
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CONDITIONS; GOVERNMENT; 
INSTALMENT TRADING; INTER- 
NATIONAL RELATIONS; INVEST- 
MENTS—Unirep Srarus, Forney; 
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TIFFS; Vol. 132, July 1927, pp. 115-186; 
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fundamental elements of, 145 Pt I: 1, 2; 
history of, 136: 26, 27, 31; 145 Pt I: 3, 17, 
18, 37-46; international, 136: 37-47; 138: 
59, 68, 64, 152, 153; 143 sup.: 26-28; 144: 
22-24, 87, 105-111; public attitude toward, 
146: 118-120; reference work, 136: 168-171; 
science of legislation, 7-9, 48-53, 83-86; 
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Welfare.” 


LEAGUE OF NATIONS 
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tation, 150: 26, 31; and international car- 
tels, 141: 239, 240; and international law, 
136: 42, 43; and intervention, 144: 114, 115, 
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Commission of, 123, 134, 192, 196, 208; 
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fried, 150: 192-219; publication of, regard- 
ing commerce, 186; quotation from report of 
Economic Conference of, 146; requirement 
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sent to Conference of, 191; Russia's attitude 
toward, 138: 99; Prpgoaoa attitude of 
toward reparations bonds, 150: 55; United 
States’ relation to, 132: 199; 150: 184; 
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See also WORLD PEACE; CON- 
FERENCES—International; WORLD 
COURT; INTERNATIONAL RELA- 
TIONS; WAR; INTERNATIONAL 
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Contributions from the legal side, 145 Pt I: 
37-78; contributions of social workers to, 
9-11, 20, 21; general discussion, 136: 1-9, 
48-53; 145 Pt I: 1, 4-8, 51, 78, 79, 117; in 
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LIVE STOCK, 127: 54, 55; 135: 7; 142: 102, 
104, 109-116, 190, 203, 204, 214, 222-227; 
145 Pt I: 79. 


See also MEAT PRODUCTS. 


LIVING CONDITIONS 
Housing problems in Vienna, 150: 225-229; 
in China, 152: 81-88, 90, 91; in Finland, 
134: 209; in India, 145 Pt Il: 73, 82-89; 
municipal development in Poland, 150: 
248-261. 


See also ECONOMIC CONDITIONS. 
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Activities, 144 sup.: 3-33; as affected by 
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108, 109; at State capitols, 144 sup.: 46, 
51, 52; definitions of, 1-3; methods of, 46, 
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77; regulation of, 65-78; “third house” in 
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reputation of, 144 sup.: 1; uses and abuses 
of, 78-89; 149 Pt I: 179. 


See also GOVERNMENT—United States; 
POLITICS; Vol. 144 Supplement, July 
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MANCHURIA, see AGRICULTURE; 
ECONOMIC CONDITIONS; INTER- 
NATIONAL RELATIONS; IRON 
AND STEEL; NATURAL RE- 
SOURCES—Caina; TRADE, INTER- 
NATIONAL; Vol. 152: 278-317. 
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MANUFACTURING snt ORS 
Capital turnover, 142: 313; limit gaging in, 
137: 140-144; of forest products, 142: 269, 
270; side lines in, 139: 107. ` 


See also STANDARDIZATION. 


MARKETS, see Vol. 127, Sept. 1926, “ Mar- 
kets of the United States.” . 
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109; a manager’s viewpoint, 94-100; an 
engineer’s viewpoint, 88-93; as affecting 
birth rate, 142: 153; as affecting community 
life, 149 Pt I: 157; as affecting health, 143: 
186; as affecting home life, 301; 149 Pt I: 
121-127; as affecting industry, 90; as af- 
fecting labor, 89, 105-109; 150: 199; as 
affecting property rights, 149 Pt I: 102, 
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88, 89; as causing unemployment, 96, 97; 
control of, 1, 2, 101-105; demands of ma- 
chine, 101, 102; effect on human nature, 
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92, 93; growth of, 94, 95; in Europe, 134: 
19, 20; in United States, 136: 27; 140: 149, 
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142: 228-234; 149: 46; of clerical work, 143: 
184, 185; social effects, 149 Pt I: 90-92, 
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See also Vol. 149 Part I, May 1930, “The 
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Significance.” 

MEDICAL SCIENCE 

‘In investigation of deaths, 146: 250-257; 
progress in prophylaxis and therapy, 151: 
47, 105-109, 142. 


See also HEALTH; MENTAL HYGIENE; 
PSYCHIATRY. 


MENTAL HYGIENE 

A major social problem, 149 Pt II: 1-3; 
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to childhood, 9-12; 151: 3, 31, 119, 120, 
133, 139-142, 144, 147, 148, 168, 201; be- 
havior problems, children, 41, 42, 47-58, 
139-145; college administration as related to, 
96-100; emotional health, 10, 11; enhanced 
by special education, 133-138, 148, 144; 
functions of public health nurse, 180-183; 
in preventive medicine, 36-46; intelligence 
tests, 140: 166-184, 196-207; 146: 111; 
149 Pt TI: 59, 60; mental diagnosis, 
184-189; ‘mentality, 151: 123, 130-137, 
199, 200; opposing philosophies, 149 Pt III: 
18-20; organized movement for, 36, 45, 46; 
prejudice, 140: 11-13; problems of adults, 
149 Pt TI: 44, 45. 
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Causes of defect, 149 Pt IIT: 74-77; classi- 
fication of, 170-172, 195; community care 
of, 151: 131-133; community control of, 


149 Pt III: 167-174; eugenic sterilization in 
the United States, 22-35, 173; feeble- 
mindedness, 151: 3, 130-187, 149, 158; 
institutional care of, 149 Pt II: 168-170, 
see also MENTAL Hosprrans; 151: 132, 134; 
mentality related to delinquency, 149 Pt 
I: 60, 61; social adjustment of, 59-74, 
148-150, 196-198; training of, 130~150, 173; 
treatment of, 77-79, 173. 


MENTAL HOSPITALS 
Establishment of, 149 Pt Ili: 1, 2; extra- 


institutional activities of, 2, 5, 6, 190~198; 
laws pertaining to commitment, 2. j 


See also Vol. 149 Part II, May 1930, 
“Some Social Aspects of Mental Hy- 
giene.” 


MERCHANT MARINE, see SHIPPING. 
MERGERS, see CONSOLIDATION. 


MEXICO, see GOVERNMENT; INTER- 
NATIONAL RELATIONS; MOTION 
PICTURES—in Latin America; OIL 
INDUSTR Y—petroleum properties; 
POPULATION; RADIO—in various 
countries. 


MIGRATION 
Internal in China, 152: 5, 6, 285, 286, 289, 
294, 330, 331; internal, in Europe, 134: 
10-12; internal, in Russia, 132: 45; inter- 
nal, in United States, 133; 196, 216; 134: 
217-219; 140: 32-35, 129, 272, 273; 142: 
` 52-57; 143: 193; regulation of, 131 sup.: 26. 


See also EMIGRATION; IMMIGRA- 
TION; POPULATION. 


MINING 
In China, 152: 116-126, 191-195; in Man- 
churia, 152: 296-299, 332-334. 


MONROE DOCTRINE, see INTERNA- 
TIONAL RELATIONS. 


MOTION PICTURES 

Arbitration in the industry, 148: 275, 276; 
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136, 152-157, 161; as an industry, 127: 
94-101; 128: 15-29, 34-49; 147: 89-04; 148: 
275, 276; censorship of, 128: 9, 14, 15, 158- 
174, 176, 177; commercial benefits of, 33, 
79-93; contribution of the arts to, 54-57; 
contribution of, to the arts, 32, 33, 61; 
criteria for, 149, 150, 159, 160; equipment 
for, 34-45; 


fees for inspection of, 128: 166-169, 171, 183, 
184; finances of, 21, 22, 46-49, 141; fire haz- 
ard of films for, 41, 96-99; for Americaniza- 
tion of immigrants, 31; for efficiency studies 
in industry, 137: 82; foreign influence on 
concepts of, 128: 11; heroines of, types of, 
152; history of, 1-19, 30, 54; 


in Asiatic countries, 128: 106, 107; in Austra- 
lia, 106; in European countries, 56, 102-104; 
in Latin America, 104, 105; investment in, 
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20, 30; 142: 312; Jewish domination of, 
128: 15; legislation regarding, 163~174; 
lighting for, 9, 38, 48-45, 55, 56, 68-65; 
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89-94; music and, 128: 32, 58-62; news 
presented by, 74-78; organizations related. 
to, 127: 97; 128: 12, 17, 114, 137, 150, 166, 
175-188; 


patronage of, 128: 20, 27; raw films for, 
50-53; receipts, box office, from, 20; 142: 
312; research in.development of, 128: 51; 
social significance of, 131, 182, 151-157; 
Synthechrome process of, 67; unfair com- 
petition in, 147: 47, 48. 


See also ADVERTISING; EDUCATION; 
Vol. 128, Nov. 1926, “The Motion Pic- 
ture in Its Economic and Social Aspects.” 


MUSCLE SHOALS, 135: 157-176. 


MUSIC 
And motion pictures, 128: 32, 58-62; and 
radio, 142 sup.: 72. 


NATIONALISM 

As affecting tariffs, 141: 204; as hindering 
‘world prosperity, 134: 178; in economic 
development, 150: 121, 187, 188; in ego- 
tistical attitudes, 167; in emigration, 23; 
in finance, 72, 206; in trade restrictions, 
128, 129, 188, 202; in United States, 141: 
53; 144: 13, 36; 149 Pt I: 72; modern con- 
cept of, 144: 144, 145; of Chinese, see 
GOVERNMENT—Carwa; of Filipinos, 131 
sup.: 19; of Mexicans, 138: 74-78. 


NATURAL RESOURCES 
As affecting international relations, 150: 
85-88, 147, 159, 188, 189, 194, 195, 203, 204, 
210, 211; competition for, 85-88, 203; con- 
trol of, 89-97, 194, 203, 204, 210, 211; in 
various countries, 127: 87; Russia, 138: 
118; world allocation of, 150: 184. 


CHINA AND MANCHURIA 
Coal, 152: 118-121, 296-298, 332; cotton, 
174, 175, 185, 186, 198; fertilizers, 296, 301, 
302; forests, 5; 93, 94, 100, 114, 127-141. 
278, 283, 296, 334; ginseng, 284; man 
power, 114, 144, 175, 176, 186; minerals, 4, 
116-126, 144, 174, 191-195, 284, 288, 296, 
332, 333, 335; petroleum, 121, 122, 300, 301; 
rivers, conservation of, 100, 140; salt, 242, 
243, 287; silk, raw, 175, 189, 265; soil, 2, 4, 
7, 20, 94, 127-129, 132, 133, 140, 278, 286, 
294; undeveloped, 132: 58, 58; 152: 15, 
114, 145, 147; wool, raw, 175. 
PHILIPPINE ISLANDS 

Camphor, 131 sup.: 7; coffee, 7; develop- 
ment of, 5, 10, 17, 24; fertility of vegeta- 
tion, 1, 2; minerals and metals, 1; rubber, 7. 

UNITED STATES Z 
Conservation of, 129: 75; 135: 57-59; 142: 
175, 176, 275; 147: 67-83, 190, 191; 148: 
50; forests, 142: 70-76, 267, 269, 270, 275; 
insufficiency of, 150: 85-88, 98, 99, 188, 
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189; legislation re control of, 92, 93, 99, 103; 
minerals, 135: 7; 147: 67, 73-75; 150: 
98-104; nitrogen, 135: 157-165; oil, crude, 
127: 86; 139: 80-99; 147:-.67-71, 78-83; 
percentage of world production, 150: 86; 
soil, 135: 7; 142: 170-176, 275; 148: 51-55. 


See also COAL; COPPER; INLAND 
WATERWAYS; IRON AND STEEL. 


NEGROES 


African background of, 140: 116, 153-165, 
234; and literature, 238-244; and music, 
186-192, 237; as affecting American cul- 
ture, 234-244, 270; as affecting real estate 
values, 118, 114; colonization, 119; con- 
stitutional status, 100, 101; criminality, 6, 
7, 52-64; cultural status, 38-40, 234-244, 
270; distribution of, 109-113, 129, 148, 226; 
economic status, 65-70, 73-76, 128-144, 
147-152; education, 7, 8, 117, 123-127, 152, 
185, 208-233, 258, 259, 261, 264, 265; amo- 
tional traits, 172, 173; family stability, 
44-51; freedom before Civil War, 39, 44, 
45, 117-119, 123; future of the race, 41-43; 
health, physical, 75-89, 231-233, 261, 262, 
294-298; 


in Africa, South, 140: 299-305; in Africa, 
West, 319-330; in business, 141-144, 150, 
151, 259; in Europe, 331-336; in Latin 
America, 306-318; in industry, 131-137; 
149, 150; in the professions, 138-141, 259; 
in Southern agriculture, 148, 149; industrial 
training, 122-128; intermarriage, 3, 9, 10, 
37, 41—43; institutionalization, 65-76; Jour- 
nalism, Negro, 248-256; legal status, 
90-115; mentality, 65-67, 70-73, 166-178, 
182, 193-208, 228-230; mob treatment of. 
94-96; mulattoes, 10, 23, 36-43; mutual 
understanding of whites and Negroes, 
151, 152; 


organizations related to, 140: 91, 104, 119, 
123, 125, 151, 249, 259-261, 297; political 
status, 7, 91, 92; population, 26-86, 47-50, 
66, 68, 114; 151: 28; pre-Civil War welfare 
movements, 140: 117, 119;. prejudice 
against, 3, 7, 8, 13, 52-64, 102, 103, 219; 
progress, general, 8, 9, 24, 25, 37~39, 116- 
121, 135, 187, 152, 257-271; psychology of, 
21-25, 40, 41-43, 243; recreation, 272-282; 
religion, 14, 23, 24, 117, 119, 120, 138, 139, 
237, 257, 258, 264-271, 307; segregetion, 
90-94, 105, 115, 227, 228, 276, 278, 330; 
slavery, 8, 14, 15, 44-46, 98, 99, 116-121, 
145; social status, 7, 19, 20, 40-43, 92-94, 
102-104; social welfare work of, 260, 261, 
283-293. 
See also HDUCATION—Unirap STATES 
—Schools; ILLEGITIMACY; Vol. 140, 
Nov. 1928, “The American Negro.” 


NETHERLANDS, see AVIATION—devel- 


opment in Europe; COMMERCIAL 
INFORMATION SERVICE; FI- 
NANCES—Evrops; MOTION PIC- 
TURES—in European Countries; RA- 
DIO—in various countries. 


NEW ZEALAND, see AGRICULTURE; 
RADIO—in various countries; TARIFFS; 
TRADE, INTERNATIONAL, 


NICARAGUA, see INTERNATIONAL RE- 
ae ONg cone America and United 
tates. 


OIL INDUSTRY 

Competition, 139: 87, 96; control of, 147: 
80-88, 190, 191; codperative development, 
139: 96-98; Government leases, 82; legisla- 
tion regarding, 85, 86; petroleum properties 
in Mexico, 132: 164-171, 185, 186; prices, 
139: 88-92; 144: 77; 147: 70; production, 
139: 80-87; 147: 69, 70, 80; relative produc- 
tion and consumption, 139: 88, 89; 147: 
68-70, 79, 80; reserves, 147: 69; 152: 121, 
122, 300, 301; stabilization, 139: 82-86, 
90-99. 


OIL SEEDS 
India, source of supply, 145 Pt IL: 77, 78. 


ORGANIZED LABOR, see TRADE 
UNIONS. 
PAROLE, see PENAL TREATMENT. 


PENAL TREATMENT 
Aided by psychiatry, 145 Pt I: 23-30; jails, 
administration of, 146: 31; parole, adminis- 
tration, 145 Pt I: 76, 77; reforms in, 136: 
28; 145 Pt I: 74-79; release, forms of, 136: 
142, 144, 145. 
PRISONS 

Institutional varieties of, 145 Pt I: 75; 
juvenile, 76, 90, 91. See also jails. 


PROBATION 
Administration of, 136: 139, 140; 145 Pt I: 
76, 77; of criminals, 136: 117, 136, 137, 
189-141; of delinquent children, 105, 106; 
149 Pt III: 188, 189; legislation regarding, 
136: 137, 138. 


See also CRIME; CRIMINAL INVES- 


TIGATION; CRIMINALS; DELIN- 
QUENTS. 


PERSONNEL PLACEMENT, see LABOR. 


PHILIPPINE ISLANDS, see Vol. 131 Sup- 
plement, May 1927, “Are the Filipinos 
Ready for Independence?” 


POLAND, see FINANCES—Hurors; LAND 


Urination; LIVING CONDI- 
TIONS; TRADE, INTERNATIONAL 
—European. 


POLICE SYSTEMS 
Administration, 146: 1-27, 37, 39, 63-73; 
as affected by politics, 5, 10, 15, 16, 18, 24, 
26, 29, 30, 116, 218; compensation, 38, 112, 
185-144, 180, 181; cost, 23, 89-94, 225; 
equipment, 26, 37, 38, 72, 85; European, 25, 
26, 35, 70, 72, 160-165, 177, 178, 180-197, 
224-226; functions and powers, 2, 3, 225, 
226; organization, 3-13, 22-26, 28-62, 72, 
178, 181, 224, 225; organizations related to 
police, 75, 76, 98, 117, 121-127, 182; per- 
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sonnel, 143; 249-254; 145 Pt I: 78; 146: 1, 2, 
14-22, 29-31, 36-39, 65-70, 83-85, 88, 
110-112, 116, 143-165, 181-186, 191, 192: 
statistics, 74-103; training, 20, 21, 26, 36, 
37, 166-176, 186-191, 193-197, 251, 252. 


See Vol. 146, Nov. 1929, “The Police and 
the Crime Problem.” 


POLITICS 

And business, 149 Pt I: 173-182; and tariffs, 
141: 64, 65, 107-114, 2438-252, 255, 256; as 
affected by economics, 129: 1; as affecting 
economic conditions, 131 sup.: 5, 9, 10; 
European political parties, 134: 163-166; 
women in, 143: 207-229. 

See also GOVERNMENT; LOBBYING. 


POPULATION 

As affected by gainful work of women, 143: 
321, 322; as affected by industrialization, 
142: 153; as affected by migration, 153; 
150: 7-24; as affecting administration of 
justice, 145 Pt I: 19, 37-46; as affecting 
international relations, 150: 13-24, 198, 
194, 197-199, 209, 218-219; birth control, 
8-12; 151: 29, 30; changes, effects of, 150: 
1, 2, 4-6; child population, 151: 11; density 
of, 134: frontispiece; 142: 69; 152: 2, 6, 7, 
8, 96, 109, 110, 113, 115, 286, 294; distribu- 
tion of, 140: 108-113; 142: 51, 52; increase 
of, 134: 1-7; 152: 96, 97, 113, 129; 
Malthusian doctrine, 134: 4; 148: 207; 
150: 8, 10, 11; 152: 96; of China, 152: 2, 6, 
7, 92, 151, 293, see also density, and Man- 
churia; of India, 145 Pt II: 1; of Manchuria, 
152: 293, 330, 331; of Mexico, 138: 74-76; 
of Philippine Islands, 131 sup.: 2; of Russia, 
132: 9; pressure of, on resources, 134: 4; 
150: 1-6; 152: 96; trends in, 142: 44-47, 
133-141, 188, 188, 189, 441; 148: 133; 150: 
3, 4; 151: 25-31; vital data, 129: 60; 134: 
2, 3, 8; 140: 27-29, 47-50, 77-85, 232; 142: 
45, 52, 54, 189-141, 183; 145 Pt I: 159-169; 
151: 1, 2, 25-31, 92, 93, 95-100, 118, 154, 
163, 164, 166, 186. 


See also EMIGRATION; IMMIGRA- 
TION; MIGRATION; NEGROES. 


PORTUGAL, see AVIATION—development 
in Europe; RADIO—in various countries. 


POTASH INDUSTRY, in Germany, regula- 
tion of, 147: 153, 154. 


PRICES 

As affected by chain stores, 149 Pt I: 37, 38; 
as affected by competition, 147: 26, 27; as 
related to farm relief, 142: 341-351, 380- 
390; 148: 211; as related to price level, 139: 
166-173; 142: 158-161; as related to pro- 
duction and consumption, 139: 4, 5-9, 44, 
45, 80, 88-92, 147; 141: 44, 45; 142: 178- 
180, 393-395; as related to speculation, 
139: 137; fluctuations, 1, 5, 6, 9-14, 168- 
170; 141: 134, 135; 142: 159-161; increased 
by credit, 139: 162; of livestock, 142: 
222-227; stabilization of, 139: 2, 3, 44-50, 
103; 142: 158-169, 382, 402-405. 


PRICES, Cont’d 


See also TRADE, DOMESTIC; Vol. 139, 
Pep 1928, “Stabilization of Commodity 
rices.” : 


PRINTING ' 
History of, 137: 157-161; magnitude of, 
161; management of, 161-167; 139: 59, 60; 
organizations related to, 137: 163. 


PRISONERS, political, in Russia, 132: 46. 
PRISONS, see PENAL TREATMENT. 
PROBATION, see PENAL TREATMENT. 


-PROHIBITION, UNITED STATES 
Enforcement of, 129: 74, 83-87, 91, 92; 
146: 43-45; history of, 129: 77-80; interna- 
tional law regarding, 136: 41, 42; legislation 
regarding, 129: 78; personal liberty, 4; 
reaction to, 4, 5, 81-83; violation of, 146: 
at 88; women’s attitude toward, 143: 212, 
218, 


PSYCHIATRY . 

As aiding penal treatment, 145 Pt I: 23-30; 
149 Pt II: 3, 4; contribution to educational 
problems, 124-132; contribution to social 
work, 151: 54, 55, 121-127, 138-142; 
development of, 149 Pt HI: 1-21, 37-39; 
in poe life, 160-166; psychoanalysis, 
8, 9. 


PUBLIC OPINION 
Favoring world peace, 144: 45, 145, 148- 
150; in Philippine Islands, 131 sup.: 11; in 
United States, 129: 142; 132: 191; re law 
observance, 146: 118-120; re lynching, 
140: 6 


PUBLIC UTILITIES 

Changing significance of, 148: 108-113; 
expansion policies, 112, 113; government 
ownership versus private ownership, 149 
Pt I: 182-144; home ownership and, 148: 
109; in relation to density of population, 
133: 3; in Russia, 132: 40, 41; 138: 117; 
interdependence of land and, 148: 106-113; 
monopoly in, 147: 160-170; pricing policies 
of, 148: 111, 112; regulation of, 149 Pt I: 
132-144; social factors, 148: 113, 114. 


See also BOULDER CANYON PROJECT; 
ELECTRICAL POWER AND IN- 
DUSTRIES; MUSCLE SHOALS; 
RAILWAYS. 


QUARANTINE 
Agricultural, 141: 30, 223, 236; animal, 30, 


236; as affecting international trade, 31-35; ` 


importance of, 32. 


RACES 
In China, 152: 8, 20, 21, 60, 262, 288, 289, 
323, 324; Moros (Philippine Islands), 131 
sup.: 2-4, 27, 28; primitive, in Africa, 140: 
.158~165; race relations, 1-20; race theories, 
1-6, 39; racial characteristics, 37-43. 


See also FILIPINOS; Vol. 140, Nov. 1928, 
“The American Negro.” 
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RADIO 

Amateur activity, 142 sup.’ 32-85; and 
safety, 36, 67-70, 81; Army services, 86-89; 
broadcasting, 17-20, 48-51, 61, 62; com- 
mercial uses of, 5-7, 57-68, 96-104; 150: 
50-52; correlation with wire communica- 
tion, 7; development of, 1-16, 21, 22, 57-63, 
95-100; 150: 40-42, 44; Federal Radio 
Commission, 142 sup.: 45-56; future of, 35, 
62, 63, 100, 101; in education, 71-77; inter- 
national aspects of, 21, 35, 59-61, 64, 
78-85, 91-104; 150: 30, 31, 40, 42-46, 154; 
International Bureau of the Telegraph 
Union, 142 sup.: 83-85; in various coun- 
tries, 17-20, 24-31; legislation regarding, 
22, 36-44; limitations of, 7; marine service, 
14, 36, 57-59, 67-69, 81; Naval service, 
90-94; organizations related to, 32, 33, 35; 
regulation of, 136: 39, 40; 142 sup.: 28, 24, 
36-56, 78, 82; service for aviators, 131: 47; 
142 sup.: 6, 13, 14, 69, 70, 81, 88, 89; 151: 
261, 262; service to expeditions, 142 sup.: 
34, 35; television, 6, 12, 13; weather-report- 
ing service, 64-66. 

See also COMMUNICATIONS; Vol. 142 

Supplement, March 1929, “Radio.” 


RAILWAYS 
In China, 132: 54, 57, 58; 138: 38; 152: 8, 
91, 92, 94, 95, 165-170; in Europe, 150: 27, 

_ 28; in Germany, 147: 150-151; in India, - 
145 Pt IT: 59-67; in Manchuria, 152: 5, 145, 
169, 179, 285, 286, 288, 290, 291, 296, 303- 
317, 329, 330; in United States, 127: 167- 
173; 133: 202, 203. 


REAL ESTATE 

As a marketable commodity, 148: 19-25; 
as an industry, 26, 27; blighted urban areas, 
133-188; corporate ownership and manage- 
ment, 26, 27; investments in, 130: 24, 25; 
148: 20-25; legislation regarding, 2, 3; 
National Association of Real Estate Boards, 
46, 47; professionalization in, 47-49; rents, 
136: 24; 140: 115; 148: 5, 50, 115, 165, 242, 
243; rights of owners, 136: 22-25; tenancy 
versus ownership, 148: 184~198. 


See also LAND; TAXATION; Vol. 148, 
March 1930, “Real Estate Problems.” 


REAL ESTATE VALUES 
Affected by automobiles, 148: 171, 172, 188; 
affected by Negro settlement, 140: 113, 114; 
affected by public improvements, 148; 106- 
113, 120-132; assessment bases, 65, 88-105, 
157-164, 225-232; conservation of, 115-119; 
distinction between value and valuation, 
61-66; going value, 177-183; influenced by 
various factors, 108; situs value, 54; size 
value, 54; theory of, 61-65; trends in urban, 
170-176; unearned increment, 67-81; valu- 
ation, scientific approach to, 63, 97-105. 
See also Vol. 148, March 1930, “Real Estate 

Problems.” 

RECREATION 
Family, 143: 30, 31; of Negroes, 140: 272~ 
282; requirements of children, 149 Pt III: 


RECREATION, Cont'd 
54; wholesome or harmful, 145 Pt I: 
180-182, 


RELIGION 


And philosophy of China, 132: 52, 67, 72, 
80-82, 93; 152: 13, 16, 17, 22, 24-26, 28, 
30-38, 41-43, 47, 52, 59-62, 75, 76, 96, 97, 
118, 220, 263-265; see also Cunistian Mis- 
sions; of Filipinos, 131 sup.: 2, 11, 22; of 
India, 145 Pt If: 1, 176, 177, 189, 190. 


CHRISTIAN MISSIONS 


in China, 132: 72, 80-82, 93; 152: 49, 52, 
62-71, 99~104; to Negroes, American, 140: 
117, 120, 264, 267, 269-271. 


REPARATIONS SETTLEMENTS, 134: 77, 
93, 114, 115, 119, 120, 122, 133, 134; 138: 
9; 144: 1-5, 7, 15-20, 140, 141; 150: 
53-64, 68-74, 76. 


See also BANK FOR INTERNATIONAL 
SETTLEMENTS. 


REPORTS OF BOARD OF DIRECTORS, 
AMERICAN ACADEMY, 130: 220- 
223; 148: 283-285. 


RESEARCH 


Agricultural, 134: 208; 142: 250; business, 
149 Pt I: 41, 42; industrial, 139: 15-33, 128, 
129; 149 Pt I: 28, 29; organizations, 139: 
17-19, 23; 149 Pt I: 41, 42; re children, 151: 
145-148, 195-208; re crime, 145 Pt I: 71-73; 
146: 117, 197-204, 222; re employment, 139 
sup.: 178-186; re family life, 151: 206; re 
forestry, 134: 204; re maternity mortality, 
151: 93, 118; re mental hygiene, 149 Pt HI: 
3, 4; re mouth hygiene, 151: 72-74, 77-80; 
te Negroes, 140: 152; re nutrition, 151: 
82-91, 199; re police administration, 146: 
117; re radio, 142 sup.: 87-89; re real estate, 
148: 7-11; re Sinology, 152: 62, 368, 370- 
377; social, 145 Pt I: 117, 118. 


REVOLUTION 


Central America, 132: 123, 124; China, 
63, 67, 83, 98, 99, 105, 106; 138: 46; 152: 
151, 183, 214-228; evil effects of, 35, 38, 45, 
94, 95, 128, 151, 169, 183, 197, 199, 248, 352; 
Nicaragua, 132: 134, 188; Russia, 11, 12, 
16; 134: 210; 138: 115, 117. 


RUSSIA, see CAPITALISM; COMMUN- 

ISM; ECONOMIC CONDITIONS; 
EDUCATION; FINANCES—Evunrops; 
FINANCES—Inrernationsn; GOV- 
ERNMENT; HISTORY ;INDUSTRY— 
Evrorz; INTERNATIONAL RELA- 


TIONS; LABOR; POPULATION; 
PUBLIC UTILITIES; RADIO—in va- 
rious countries; REVOLUTION; 


TRADE, INTERNATIONAL; TRADE 
UNIONS; Vol. 132, July 1927, pp. 8-47; 
Vol. 138, July 1928, pp. 82-119. 


SALT, administration, in China, 152: 241-251. 
SHIPBUILDING, 134: 24, 25. 
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SOCIALISM AND CAPITALISM, 


SOIL, 


SHIPPING 


legislation re, 127: 1138-115; 150: 34, 38, 
118, 119; merchant marines, 127: 112-118; 
145 Pt IM: 68-71; 150: 25-39; organiza~ 
tions, 127: 115~118; tank shipping, 93; 
ta States Shipping Board, work of, 
150: 35. 


See also AUTOMOBILES; INLAND 
WATERWAYS; RAILWAYS. 


SILK, RAW 


In China, 152: 175, 189, 265; price of, 137: 
169. 


SOCIAL ORGANIZATION 


As affected by mechanization, 149 Pt I; 
121-124, 157-159; caste system (India), 
145 Pt Il: 181-187, 189; changes in struc- 
ture, 135: 2, 3, 27; 145 Pt I: 18-20; 149 Pt I: 
20, 36, 121-125, 157-164; in China, 152: 
12, 13, 23-27, 39-46, 72-80, 96, 97, 106, 108, 
143, 148, 149, 176, 196, 225; new commu- 
nity, the, and its future, 149 Pt I: 157-164, 


See also CHILDREN; FAMILY; HOME; 
WOMEN, 


SOCIAL SERVICE 


And policewomen, 146: 113, 114; clinics, 
child guidance, 149 Pt III: 11, 12, 16, 175, 
178; 151: 138-142; clinics, mental hygiene, 
149 Pt IIT: 80-85, 191-194; development of, 
145 Pt I: 20, 31-35; 151: 3, 49, 104, 121-129, 
138-142, 144, 146, 154, 202; financial sup- 
port of, 145 Pt I: 32-36, 143-149; for 
Negroes, 140: 260, 261, 267, 269-271, 283- 
293; government leadership of, 151: 4, 5, 
205; legal aid, 136: 172-176; 145 Pt I: 7-16, 
47-54, 56-67, 105-113; legal-social inves- 
tigations, 145 Pt I: 106-113; of public 
schools, 149 Pt Ii: 141-145, 175-177; 
organizations, 140; 294~297; 145 Pt I: 31, 
95, 117, 118, 185; public health, 130: 1-8; 
131: 124-129; 136: 28; 140: 294-298; 151: 
62-69, 116-120; standards of, 49, 215-219; 
vocational guidance, 149 Pt II: 144; woman 
suffrage as aid to, 143: 210. 


See also CHILD WELFARE; SOCIAL 
WORKERS. 


SOCIAL WORKERS 


Child welfare workers, 151: 116, 117, 121- 
129, 176, 177, 209-214; compensation of, 
145 Pt I: 35; codrdination of, 149 Pt III: 
80-85; in rural communities 177; psychi- 
atric, 12-14, 160-166; public health nurse, 
180-183; school nurses, 176; training of; 
145 Pt I: 121-124; 149 Pt IIT: 13, 14, 17, 18, 
151: 116, 117, 213, 214; visiting teachers, 
149 Pt II: 141, 142. 


See also CHILD WELFARE; SOCIAL 
SERVICE. 


149 
Pt I: 15-17, 20, 21. 


see NATURAL RESOURCES. 


SPECULATION 
In China, 152: 210, 211; in land values, 
148: 77-80, 173. : 


See also INVESTMENTS. 


STANDARDIZATION 

Abuse of, 137: 35-38, 47, 48; agricultural, 
142: 419-438; as affecting advertising costs, 
137: 253-258; as affecting the ultimate con- 
sumer, 231-239, 247-252; economic aspects 
of, 39-42; grading of marketable commodi- 
ties, 107-114, 168-171, 205-212; 142: 428, 
424; in architecture, 137: 214; in Canada, 
17-24; in electrical industry, 151-156; in 
Europe, 25-31, 218, 228; in filing equip- 
ment, 181-190; in household equipment, 
214, 215, 220, 221; in manufacturing, 
115-137; in music industry, 176-180; in 
paving brick industry, 139: 71-73; in rail- 
road supplies, 137: 191-198; international 
aspects of, 8, 40, 55, 155; in textile industry, 
168-175; in various industries, 253-257; 
139: 181-184; 


- marine standards, 137: 7; need for, 1, 2, 205, 
206; occasioned by World War, 9, 18, 220, 
223; of clothing, 215; of cost accounting, 
139: 74-79; of Federal purchase procedure, 
137: 199-204, 240-246; of food products, 
216, 217; of hospital supplies, 223-230; of 
performance, 47, 80-106, 124-127; of police 
statistics, 146: 75, 76, 98; of safety codes, 
137: 46, 71-78, 145-150; of styles, 139: 181, 
134; organized effort for, 137: 1-30, 49-65, 
174, 175, 228, 234-236; principles of, 201, 
202; results of, 3-7, 11, 32-35, 43-46, 
66-70, 119, 155, 156, 201, 208, 217, 221, 222: 
139: 72, 73, 79; types of, 137: 13, 15, 202. 


See also Vol. 137, May 1928, ‘Standards in 
Industry.” 


STEEL, see IRON AND STEEL. 


STRIKES 
In China, 152: 200, 201; in Philippine Is- 
lands, 131 sup.: 20; in South Africa, 140: 
302; in United States, 143: 127; 147: 52; 
legal status of, 147: 51-60. 
See also INDUSTRY; LABOR; TRADE 
UNIONS. 


SWEDEN, see AGRICULTURE; FI- 
NANGES; RADIO—in various’ coun- 
tries; TARIFFS. 
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SWITZERLAND, see FINANCES—Evrors; 


RADIO—in various countries, 


TARIFFS 
As affecting farmers, 141: 48, 108, 109, 120, 
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The European Heritage of the American Family 


By Nataan MILLER 


IKE all migrants, the settlers of 
America carried with them over- 
seas much of their traditional cultural 
heritage intact. The new environment 
naturally incited a fundamental dis- 
turbance in the cherished folkways 
whereby they had formerly ordered 
their lives, but that dislocation im- 
pinged at the first most directly on the 
pattern of behavior related directly to 
the arts of winning a livelihood from 
the soil and the forest. Here, old ways 
were discarded and old techniques 
forgotten, for the need was insistent 
and forthright; but in the sphere of the 
more derived aspects of the mores 
which cluster about the central kernel 
of the ways of seli-maintenance, one 
could observe for long an avid reten- 
tion of the European pattern of sex and 
family life and religious attitudes. 
Nature is undeceived and irremediable 
in fashioning man’s reactions to her, 
but in the more remote and artificial 
layers of culture, the ancient and tried 
ways are jealously preserved against 
attack. 

At the time of the arrival of the first 
immigrants to these shores, the Euro- 
pean system of sexual and familial 
relationships was undergoing a tre- 
mendously significant transformation. 
The obscurantist and ascetic medieval- 
ism which had thrown an oblique and 
unholy light about sex had begun to 
evaporate and shrivel into desuetude 
in the face of the germinating powers 
of the Reformation and the Ren- 
aissance. 


Woman’s PLACE IN MEDIEVAL EUROPE 


In this medieval background which 
thecolonists had not altogether sloughed 


off, sex had been regarded with a 
bizarre and otherworldly frame of 
mind. Sentimental superstitions had 


invested woman, especially, with 
strange and fitful lights. Now she 


was endowed with supernatural and 
worshipful adoration, now degraded to 
a miserable status by the witch delu- 
sion. Barbaric usages still prevailed in 
many parts of Europe. The practices 
of the jus primae noctis and sexual 
hospitality by feudal dignitaries were 
in vogue, as well as practices dictated 
by the overwhelming interest in fer- 
tility characteristic of agricultural 
peoples. The chivalry complex and 
its sentimental and marital emphases 
also colored the sex relationship. The 
ideals of chastity, legitimacy, and 
monogamy were arising in certain quar- 
ters out of the new social stresses 
created by dynastic ambitions, wars, 
and nascent economic and commercial 
strivings; but in the main, woman 
“remained an unrecorded cipher lost in 
obscure domestic toil and the bearing 
and rearing of numerous children.” 
In fifteenth-century England, marriage 
was still a matter of mercenary calcu- 
lation, and the Elizabethan housewife 
was a domestic drudge, but not without 
great economic functions in the house- 
hold because of her proficiency in 
cookery, gardening, care of poultry, 
dairying, distilling, curing of meat, 
care of wool and flax, and rearing of 
children. 

The legal position of the medieval 
woman cast her into total subordina- 
tion to the husband or father. In an- 
cient Teutonic usage she had no legal 
existence at all, could be totally dis- 
regarded in public life, and was ag- 
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gregated to the children. She was 
continually under. guardianship of a 
male, and even in the eighteenth century 
in England, wife-trading was still the 
custom. Curiously enough, although 
her contribution to the family economy 
was tremendously vital, she was ordi- 
narily held in contempt because of her 
economic dependence on the man. 
Marriage thus became an absolute 
need for the “female,” the age of unions 
. being about fifteen or sixteen years 
and sometimes even earlier. The 
plight of the spinster, or “old maid,” 
therefore was abysmally hard. Chil- 
dren were greatly desired but were 
treated brutally. In those households 
into which a degree of craftsmanship 
had crept, women and children worked 
side by side with the men in their guilds, 
even earning money as part of their 
marriage portions, or in isolated cases, 
for their rudimentary education. But 
as a whole, the patriarchal sway en- 
gulfed women and children in a position 
of utter domestic servitude and anony- 
mous drudgery. 

Although in the eyes of the English 
common law, the wife’s personality 
was thus extinguished under great 
disabilities and her personal property 
became that of her husband, there 
were responsibilities. which the man 
assumed. He had to discharge her 
debts, and was liable for her torts and 
misdemeanors and for the education 
and the support of the children. For 
almost two’ centuries, the above also 
remained, in outline, the position of the 
wife in American domestic law. The 
formidable array of female deprivations 
thus inherited from the regnant Euro- 
pean medieval family was ostensibly 
designed in large measure for the pro- 
‘tection of private property and for its 
control through inheritance by the 
male. Occasionally, however, an ideal- 
istic fervor was thrown about this 
arrangement in a characteristic fashion 


in order to still woman’s protest or 
her periodical grumbling. 

The Renaissance movement had 
produced eddies and influences raising 
the position of the women who, as in 
Italy, had gone into intellectual and 
religious labors. Certain notable lit- 
erary and classical scholars were pro- 
duced. But this did not affect the 
ordinary housewife, who remained in 
anonymous obscurity ‘as mere drudge 
and procreator. i 

The most pronounced and telling 
blows at the medieval conceptions of 
sex and family and the hardened in- 
stitutionalized family came through 
the unsettling individualism aroused 
by the Reformation and the rise of 
commercialism, especially in England. 
The emergent bourgeois class, drawn 
from the more enterprising of the, 
peasantry and the nobility, began ‘to 
grasp the beckoning economic and 
financial power dislodged by the liber- 
alizing and emancipating movements 
occasioned in society by the French 
Revolution. Thus, the moneyed mid- 
die-class type, “stern, sober, pruden- 
tial, industrial,” gnawed its way out of 
the stereotyped class system of feudal- 
ism. This class substituted matter-of- 
fact views for the romantic, marital 
complex of the Middle Ages-—views 
which came to pervade, ultimately; the 
folkways of the family also. A pro- 
saic, busy bourgeoisie set its stamp 
upon society—but not completely— 
before the movement began for the 
settlement of the New World. Feudal 
traditions, for example, were trans- 
planted almost completely in the 
French seigniories, the Spanish er- 
comiendas, and the Dutch patroon- 
ships as at first set up in America, and 
less successfully, perhaps, in the Eng- 
lish manors. But the more lasting 
familial pattern stamped into Ameri- 
can mores was that brought by the 
rising, restless, new middle class. 
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FACTORS INFLUENCING AMERICAN 
SETTLERS 


The genesis of the New England 
family lay not only in these roots but 
also in the Puritan and Calvinistic 
strains of religious dissent and prot- 
estantism. Puritanism has been de- 
scribed as an economic phenomenon, 
stimulated largely by the novel com- 
forts and comparative luxuries born 
of growing commercial and industrial 
success. The general gospel of frugal- 
ity and restraint was appropriate to a 
class without means trying to accumu- 
late capital. This emphasis on re- 
straint, carried over to America by the 
Pilgrims, came to include a ban on 
levity and severe restrictions upon 
freedom of sexual conduct. The Cal- 
vinism which ran through many other 
migrant groups—the Dutch Reformed, 
the Huguenots, and the Scotch-Irish— 
looked upon marriage as a “vent to 
passion,” and combined paternal stern- 
ness with strict subjection of wife and 
children. 

The Protestant movement as a 
general force, however, had militated 
against the coercive, repressive, and 
ascetic control by the church of sexual 
and familial relations. This can be 
easily understood, because the Refor- 
mation exercised a general solvent, 
liberalizing, and emancipating infiu- 
ence upon the medieval culture pat- 
terns of Europe. Luther, for instance, 
in reaction to orthodox doctrine, glori- 
fied marriage and ‘attacked celibacy on 
the ground that marriage was the 
religious sanctification of basic natural 
impulses. He even condoned bigamy; 
‘and not until the end of the seventeenth 
century was a religious ceremony con- 
sidered necessary in order to effect a 
legal and durable sexual union among 
many Protestant groups. Pervasive 
laxity and rather disorderly sex life 
was bred of the revolutionary political 


and social ferment of the era, and one 
must bear this in mind, as well as the 
more stringent mores of the Puritan 
and Catholic settlers, as constituting a 
part of the cultural heritage of the 
colonists. 

Another effective strain toward 
breaking down the irrefragable and 
custom-hardened feudal marriage was 
also of an economic nature. The per- 
sonality of the bourgeois trader was no 
longer shackled to land and dues as the, 
roots of its power and social prestige; 
evidences and sources of wealth lay 
rather in a more transient and extensi- 
ble form—in capital, finance, exports, 
and the like. Ancestral purity and 
noble heritage counted for less than did 
the accumulation of the profits of 
trade, which meant unhindered move- 
ments and more cosmopolitan contacts. 
At least, the internal family bonds 
were often so decisively weakened that 
emigration across seas to America led 
very easily to an entire severance and 
shedding of family ties in this utterly 
new environment. The American 
frontier was not the best place to cher- 
ish legitimacy or to trace genealogical 
trees. 

To accentuate this unsettling, dis- 
organizing strain in sex relations, 
America of course proved to be fertile 
ground for radical experiments in 
novel types of family ways. The ex- 
travagance of religious sectaries which 
could not be brooked naturally in the 
tradition-ridden and controlled com- 
munities abroad found an attractive 
haven and tolerance in the wilderness 
of a new land. Often these experi- 
mental forms of family life, which 
were of various degrees of communistic 
fervor, were associated with Utopian 
experiments like the Oneida com- 
munity in New York, or Brook Farm 
and New Harmony. Unconventional 
marriage practices flourished here and 
there; dissenters expanded and ex- 
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perimented, as witness the extreme 
informality of the Quaker marriages. 


RACE AMALGAMATION 


As touching off and aggravating the 
unsettling disturbances of the family 
heritage in the New World, one might 
include the evangelizing and mission- 
ary fervor of the French and Spanish 
immigrants. Universal acceptance of 
Christianity, in the eyes of the priests 
and fathers of New France and New 
Spain, meant a sincere attempt at race 
amalgamation with the Indians of 
America. We thus find continuous 
intermarriages of the Spaniards with 
the natives in Mexico and other parts 
of their North American colonies, as 
well as in South America. The French 
and the Spanish took Indian women 
openly as well as clandestinely as their 
wives and heads of their households, in 
view of the fact that the religious 
tolerance of the Catholic Church pre- 
vented growth of race prejudice. 

The Huguenots, or French Protes- 
tants, who suffered bitter persecution 
at home, settled beside their Catholic 
brethren in the New World; but the 
extent and breadth of the new lands 
was such that mutual bitterness was 
measurably reduced. The Huguenots, 
among whom were included all social 
grades, including the nobility, brought 
with them certain social graces and ac- 
complishments which were reflected in 
the charm and the easy-going nature 
of their family life. 

Family pride, ancestral lineage, aris- 
tocratie and endogamous tendencies 
generally withered away unmistakably 
in the New World. In the first place, 
as among the French, immigrant 
peasants came alone, and wives were 
only later provided by recruitments 
from the villages, the slums, and the 
foundling asylums of Northwestern 
France. These women were in such 
great demand that they. were indis- 


criminately handed around without 
benefit of inquiry into, ancestral back- 


` ground. Markets were held on ship- 


board and the women trundled off to 
wrest with the great problems of ,the 
forests and the lands of their men. 
The Spanish conquistadores were largely 
of military origin and came mostly 
unwived, and although opportunity was 
provided them to bring over their 
women, they were prone to concubi- 
nage and illicit unions with the Indian 
women. It was notorious that the. 
early Dutch settlers brought with them 
a high regard for the rights of legiti- 
mate wives and children; but the very 
broad liberality of their sex mores also 
opened the way to an unusual number 
of continuous illicit relationships with 
the neighboring Indians. The crimi- 
nals, the vagrants, and the indentured 
servants swept into the early English 
colonies, who came from Ireland, Scot- 
land, Wales, and Germany, included 
many girls who entered into proper or 
improper family status in a rather 
surreptitious manner. In the South, 
the importation of black slaves created 
a remarkably diverse social environ- 
ment; but even here, clandestine con- 
cubinage of Negro women with planters, 
their sons, and overseers was clearly 
evidenced by the presence in the first 
census figures of many mulattoes. 
Although this condition was sporadic 
from New England to Texas, it was 
flagrant and open in the Creole sections 
of Louisiana. Many masters early 
recognized their “colored” offspring 
by manumitting their mulattoes. Con- 
tact with these various native peoples 
was necessarily demoralizing in the 
sense of creating irregular unions, but 
it was accentuated by the early lack of 
women. 

It is obviously impossible to account 
for all the bewildering diversity and 
complexity of European derivations of 
the “American family,” if such a unity 
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can be discovered. We may only 
point to the variable major forms of 
the traditional culture complex in 
which family mores took their setting 
abroad. The decisive alteration in the 
chief source of emigration to the United 
States which came after the Civil War 
brought to these shores peoples from 
the South and East of Europe. Out- 
standing were the Italians and the 
Slavs of various origins. The family 
pattern of these peoples may be best 
exemplified, perhaps, by that of the 
Poles. We are enabled to understand 
their family ways largely because of the 
remarkable study written by Thomas 
and Znaniecki of the Polish peasant 
family at home and in America. 


FAMILY PATTERNS OF POLES AND SLAVS 


The Polish “family” denoted a 
larger group, including all the blood 
and law relatives up to a certain limit, 
usually the fourth degree. In the 
narrower sense, the “family” which 
included the married pair with their 
children (the “marriage group”) was 
not unknown but was of minor sig- 
nificance beside the former kinship 
organization. Community solidarity 
springing from this form was very in- 
tense, individual prestige was only an 
emanation from this group, and the 
children were entirely subordinated to 
the parents who represented the fa- 
milial unity. Among the South Slavs, 
as among the Croatians and to a lesser 
degree the Russians, the communal 
household, or zadruga was a familial 
organization of a similar type, often 
headed, however, by a woman. Under 
the peasant economy, these institu- 
tions were self-sufficient and land- 
bound. Often there was likewise a 
contempt for “money-making,” or 
trade. Religious attitudes were super- 
stitious and pagan at basis, despite 
complete doctrinal adherence to the 
Greek Orthodox Church. Priests often 


managed the economic affairs of com- 
munities, which explains the usual 
agreement of Polish immigrants in 
America to have their churches regis- 
tered as the property of priests rather 
than that of the congregation. Mar- 
riages of children were required, di- 
rected, and arranged by the parents. 
To a certain degree we discover an 
economic and social ferment which 
stimulated emigration in the case of 
Eastern Europeans in the latter part 
of the nineteenth century, essentially 
analogous to that which worked upon 
the earlier American settlers we have 
examined from more northerly sections 
of Europe. In both cases, liberalizing, 
emancipating disturbance was wrought 
by the first breaths of industrialization 
and urbanization which in the case of 
the Poles caused the breaking through 
of individuals from the shell of the 
antique kinship family. Egotism 
among the Polish women developed 
with the substitution of money income 
rather than land as a source of support. 
Economic motives almost exclusively 
led to emigration to America of the 
lowest peasant and city classes, which 
had been chiefly affected by family 
disorganization. Emigration by the 
individual was regarded as undesirable 
and socially abnormal; but in America, 
of course,’ under stress of economic 
ambition and success, individual senti- 
ment cut across family lines and op- 
posed parental discipline, with a very 
painful antagonism. Demands for so- 
cial recognition and new sexual appeals 
on the part of the Polish emigrant ul- 
timately erased the familiar family 
formalities. Among the Croatians, 
also, economic incentives, such as the 
subdivision of properties and increase 
of taxation, led to emigration. Short- 
age of women, as in the case of the 
earlier type of immigration, caused an 
unavoidable snapping of the ties to 
Old World limitations of sex conduct. 
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The disruption caused by emigra- 
tion, as among Italians, was not al- 
ways thoroughgoing, because for long 
the old ‘ties were retained through 
- correspondence, money shipments, and 
sporadic returns. Ultimately,. how- 
ever, the volume and the usualness of 
the American trek consolidated the 
great ethnic communities of America 
with the homeland. For many pur- 


poses, the American community of 
recent foreign immigration has, now 
come to be considered an integral part 


‘of the home community. Ethnic com- . 


munities in many sections of this 
country have taken on such large pro- 
portions that it has not been necessary 


or inevitable that the European family 


mores should altogether disappear in 
the American “melting pot.” 


- Dr. Nathan Miller is Associate Professor in the De- 
partment of Economics of the Carnegie Institute of Tech- 
nology, and was on the editorial staff of the Encyclopedia 
of the Social Sciences during 1980 and 1931. He is the 
author of “The Child in Primitive Society.” 
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The Early American Family 


By ArtHUR WALLACE CALHOUN 


ECAUSE American settlement was 
dominated by the rising middle- 
class interests of Western Europe, the 
background of our social institutions is 
distinctly bourgeois. This is the case 
even in the South, in spite of the fable 
of aristocratic origins. Consequently 
the American family has always been 
tinctured with the careerist spirit. In 
fact, the traditional individualism as- 
cribed to the people of the United 
States has been rather familism, for 
the modern family has been the vehicle 
of the ambitious middle-class success 
spirit. f 
That is to say, the American family 
began as a property institution. In 
New England this fact was signalized 
by making marriage a civil contract 
and prohibiting clergymen to officiate. 
Tf the domination of family relations by 
hoea considerations has not been 
very characteristic of the United 
States, the fact has been due to the 
abundance of resources and the conse- 
quently smaller importance attached 
to the possessions of the moment. 


Purrran BACKGROUND 


So far as the spiritual tradition was 
concerned, the background was Prot- 
_ estant with a strong infusion of Puri- 
tanism. These faiths were of course 
the spiritual expression of the middle 
class, and the tone they gave to the 
family was in keeping with middle- 
class needs of frugality and economy 
at a period when capital was scarce. 
The’ strictness of Puritan and Quaker 
family discipline, and the sobriety, the 
industry, and the self-denial they im- 
posed on the rising generation were 
normal expressions of the “pain econ- 


omy” appropriate to an “age of 
deficit.” If Puritanism took less hold 
in the South, it was primarily because . 
the more genial climate softened the 
rigors of existence. In New England, 
however, the struggle for survival was 
so bitter than even the children were 
taxed to the limit, suffering on the one 
hand from the asperities of family life 
produced by the desperateness of the 
situation, and on the other from severe 
labor imposed by the exigencies of the 
case. As the New Englanders gradu- 
ally got beyond the struggle for mere 
existence, Puritanism, and with it the 
rigors of family discipline, waned. 

Thus, the family in the United States 
has been an institution of climbers, 
and no amount of sentimental idealiza- 
tion can alter this fundamental fact. 
Its quality, however, has not been 
identical with that of the European 
bourgeoisie, and for a very good reason 
—namely, the abundance of resources 
and of material opportunity in the new 
continent, as compared with the spars- 
ity of population. These substantial 
advantages liberated the spirits of the 
pioneers and ultimately accounted for 
what the Old World came to regard as 
the looseness of American family in- 
stitutions. 

It took time, however, for the settlers 
to get their hands in sufficiently to 
realize the effects of the new environ- 
ment, and meanwhile the family was 
extremely useful as an organizing prin- 
ciple—-as an economic and social in- 
strument. This was particularly true 
in so far as the attraction of limitless 
acreage led people to scatter rapidly 
instead of remaining clustered in the 
traditional village and town units. 
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Yet even in the huddling New England 
settlements, a man or a woman with- 
out family ties was an anomaly. 
Early New England family policy was 
as hard on the unattached man as on 
the isolated woman. Bachelors were 
almost in the class of suspected. erimi- 
nals. They seldom were allowed to live 
by themselves or even to choose their 
places of abode, but had to live where- 
ever the court put them. 

This variety of Puritan rigor was 
doubtless in part a reaction against the 
loose, easy-going ways of the pre- 
capitalist village economy with its 
facilities for communal life and indul- 
gence; but it corresponded also to the 
new, modern, unsettled situation in 
which trade and travel turned indi- 
viduals loose and tended to dissolve 
morale. It seemed necessary to keep 
the irresponsible tendencies of the new 
era under orderly control, and the 
family was an appropriate agency of 
this social discipline. Generally speak- 
ing, however, the colonial family was 
subject to oversight and control by 
Church and State in ways that would 
seem despotic and offensive to the peo- 
ple of today. 


ISOLATION OF PIONEER FAMILIES 


New England, however, took the 
lead in a liberal civil divorce policy, and 
throughout the rest of the country the 
scattering of the population tended to 
put the family on its own as an approxi- 
mately independent social unit. At 
least on the frontier, it was not merely 
a regularization of sex relations and a 
nursery of the rising generation, but 
also a complete economic system, a 
political principality, a school, and a 
church. American students should 
take special pains to realize the im- 
portance of the fact that the country 
was settled largely by isolated farm 
families rather than by the compact 
village communities so characteristic of 


the main course of human history. 

Under pioneer conditions, marriage 
was well-nigh indispensable for men 
as for women, and the isolation of 
husband and wife, parents and children 
in a little world of the family’s own 
had a specific effect on the quality and 
the tone of life. It magnified the 
family and intensified relationships and 
values somewhat as in the days of 
feudalism in Europe, when the isola- 
tion of the noble family from people 
of its own kind produced the effects so 
well interpreted by Guizot. If there 
was not much room in the wilderness 
for poetry and chivalry, that was be- 
cause the typical family was under the 
necessity of doing its own work and 
was continually overburdened and 
overborne by the strain. 

In the South, howéver, where the 
long growing season and the stretches 
of good land suitable for staple crops 
facilitated the development of the 
plantation system on a slave basis, 
conditions converted the more success- 
ful settlers into replicas of the Euro- 
pean feudal lords, and the plantations 
constituted recrudescences of the me- 
dieval manor. Thus the South devel- 
oped a lordly class with an aristocratic 
spirit, and presently created the fiction 
that it was an extension of the blue 
blood of Europe. 

The plantation family was similar to 
the isolated farm family, but it differed 
in that it was the core of a village com- 
munity of underlings with alien mores 
that could not be immediately assimi- 
lated to English Protestant standards. 
Consequently there began that long, 
piteous problem of interracial morality 
so entirely incapable of solution under 
the chattel régime, and so lingering in 
its consequences to later generations, 

It might perhaps be said that the 
plantation constituted the family par 
excellence—a revival of the old Roman 
“familia”; but even the ordinary 
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colonial family was something broader 
and deeper than the family of today. 

Thus, even outside the bounds of the 
plantation system, the labor of occa- 
sional Negro slaves or of white slaves 
from Europe added to the family 
proper a unique version of the problem 
of the hired man and the hired girl. 
Moreover, there might well be in the 
household unmarried brothers. and 
sisters of husband or wife, whose life 
and prospects were pretty much bound 
up with the fortunes of the family 
proper. It was this situation that gave 
a certain logic to the prohibition of 

arriage within forbidden degrees. 
fhe peace of the household was doubt- 
/less more secure if every one was per- 
` fectly sure that on the wife’s death 
there would be no chance of her hus- 
band’s marrying one of her sisters, and 
likewise with the wife and her hus- 
band’s brothers. Now that brothers 
and sisters of husband and wife have 
ceased to live under the same roof with 
the married pair, the old exogamous 
taboo seems senseless. 


COLONIAL CHILDREN 


Broadly speaking, kinship and fam- 
ily counted for more when the fam ily 
was a virtually complete economic sys- 
tem. To be sure, the household might 
include slaves or hired laborers, or ap- 
prentices to whom the patriarch stood 
in the place of parent; but there was 
more’ room than there would be today 
for relatives near or remote, and there 
w s more room, too, for unlimited 
-,ambers of children, who were dis- 
tinctly economic assets in a rudimen- 
tary rural economy, not to speak of 
their value when they grew large 
enough to help fight Indians, 

Perhaps that fact helps to explain 
the frequency of remarriage. To be 
sure, wherever Puritan standards pre- 
vailed, the attempt was made, though 
with dubious success, to confine sex 


indulgence to the marital relation; but 
it can hardly be presumed that Puri- 
tanism produced marital asceticism, 
and the abundant fatherhood of the 
old worthies was a big factor in wearing 
out a succession of wives. Mere pas- 
sion, however, would not have had so 
stimulating an effect on population if 
it had not been supplemented by a 
situation calling for a rapid increase of 
population and making children an 
advantage even to the parents them- 
selves. 

Colonial children were of course in 
large measure chattels, inasmuch as no 
social institution other than the family 
did much directly for them, so that 
they were dependent in the main on 
the ministrations of their parents. 
Moreover, these parents had a pretty 
strong tradition as to children’s place, 
and their discipline was often fortified 
by an ironclad theology that imposed 
on them the necessity of driving the 
Devil out of the little ones. Thus, on 
the whole, the Colonial period was by 
no means the era of the child; yet 
parental affection was real enough, and 
Church and State did something for the 
child aside from the upholding of 
parental authority. By 1649 some 
degree of education was compulsory in 
every New England colony except 
Rhode Island. Inthe South, scattered 
residence and the aristocratic spirit 
retarded the planting of schools. 

Regarding the distribution of prop- 
erty among children, we find that the 
Puritan colonists of New England 
legally repudiated the feudal principle 
of male preference and primogeniture, 
though they granted a double portion 
to the eldest son in some colonies. 
This change was in token of the fact 
that the American family was to be not 
a feudalistie but a capitalistic insti- 
tution. As soon as society ceased to 
center in military land-holding, the foun- 
dation of male primogeniture crumbled. 
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“In America, land was too abundant to 
become an insigne of nobility. In the 


North, the aristocracy was based on’ 


commerce and the ownership of in- 
creasable commodities rather than of 
land; society was only incidentally and 
> temporarily military; so there was no 
‘need, of limiting inheritance to the 
first-born male. Before the end of the 
eighteenth century, primogeniture had 
been abolished throughout the country. 


Cotontan Women 


-Women naturally occupied a subor- 
dinate position in the colonial family. 
They had been subordinate in Europe, 
and the rigors and the dangers of 
colonial life made the new country a 
man’s world, The first permanent 
English colony started without women 
at all. Of course, the South ultimately 
affected a tradition of “chivalry” 
(which is but a disguise for male super- 
ciliousness) but southern chivalry does 
not date back to the beginnings of the 
South. It took time for the softening 
influences -of the genial climate and 
the feudalizing trend of the broad 
expanse to prevail. Seventeenth-cen- 
tury Virginia was bourgeois rather 
than knightly. Like their New Eng- 
land compeers, the founders of the Old 
Dominion were prosaic and practical. 
The economic interest dominated and 
left little room for sentiment. Women 
fared like contemporary English women 
of the middle class. Their lot was 
domestic, commonplace, subordinate. 

In New England, life conditions al- 
lowed a type of patriarchalism that 
found affinity in the Old Testament 
régime so fruitful in texts for good 
Puritans, and woman found in matri- 
mony but limited freedom, and her 
social sphere was narrow. Although 
it was a woman that gave the first plot 
of ground for a free school in Massa- 
chusetts, education even in common 
schools was withheld from girls until 


* colonies. 


it was found necessary to allow them to 

attend during the summer (while the 

boys were busy fishing) in order to 

hold school moneys. It was well into 

the nineteenth century before the New 

Englanders thought education for 

girls desirable. When Governor Win- 
throp’s wife lost her mind, her Puritan 

woman friends attributed the calamity - 
to her desertion of her domestic duties 
and meddling in man’s sphere. Gov- 
ernor Winthrop believed that the 
young wife of the’ Governor of Con- 
necticut had gone insane “by occasion 
of giving herself wholly to reading and 
writing.” Had she “not gone out of 
her way and calling to meddle in such 
things as are proper for men, whose 
minds are stronger, etc., she had kept 
her wits, and might have improved 
them usefully and honorably in the 
place God had set her.” 

To be sure, there was real affection 
in many cases between Puritan hus- 
bands and wives, and New England 
wives enjoyed large protection from 
early laws. Moreover, the spirit of 
self-reliance was, in case of necessity, 
as quick and steady in women of at 
least the later Colonial period as in 
those of today. ` Advertisements from 
1720 to 1800 show that women were 
teachers, embroiderers, jelly-makers, 
cooks, wax workers, japanners, mantua 
makers, dealers in crockery, musical 
instruments, hardware, farm products, 
groceries, drugs, wines, and spirits; and ` 
Hawthorne noted one colonial woman 
that ran a blacksmith shop. Peter 
Faneuil’s account books show dealings 
with many Boston tradeswomen, some 
of whom bought thousands of pounds’ 
worth of imported goods in a year. On 
the list of Salem conspirators against 
taxation may be found the names of 
five woman merchants. There even 
were woman voters in the New England 
Women also published news- - 


papers. Most of these took charge on 
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the death of a husband, a brother, or a 
son who had been editor. For nearly a 
century and a half, however, after the 
landing of the Pilgrims there were 
practically no woman wage-earners in 
New England outside of domestic 
service. 

The colonial South had notable 
women. that vied with their assertive 
sisters of the North in the world of 
affairs. There was no marked dif- 
ference between North and South in 
the extent to which women took up 
independent careers or assumed re- 
sponsibilities beyond housewifery. 


IMMORALITY IN COLONIAL Times 


Sexual irregularities both before and 
after marriage gave considerable con- 
cern in colonial New England, which 
was far from measuring up to Puritan 
, ideals. Fornication before marriage 

was given shameful notoriety. Not 
even matrimony long previous to the 
discovery of the transgression was con- 
sidered complete satisfaction. In 
Rhode Island, according to Weeden, 
“the hardest municipal task—beyond 
early theological differences or proprie- 
tors’ disputes for lands—was in the 
control of sexual immorality.” Lord 
Dartmouth, secretary for the colonies, 
referred to the commonness of illegiti- 
mate offspring among the young people 
of New England as a thing of accepted 
notoriety. In these North Atlantic 
colonies, even sodomy was not un- 
common, and buggery had to be dealt 
with. 

These manifestations of carnality so 
alien to the traditional picture of Puri- 
tanism demand explanation. Doubt- 

_less the bleak barrenness and economic 
dearth that oppressed the first settlers 
helped to reduce life to elemental levels. 
Moreover, where wealth was scant, 
questions of legitimacy and inheritance 


` were less urgent. Besides, the settlers ` 


had brought from England a fund of 


coarse sensuality, veneered it might be 


_with modish asceticism, yet certainly 


demanding to be heard. The form of 
sex indulgence that developed may 
have been due in part to the stern 
morality that did not allow for a class 
of recognized prostitutes. Moreover, 
the publicity accorded cases of sex 
errancy was an unwholesome influence 
that tended to augment the evil by 
creating a kind of social hysteria. The 
detailed descriptions of their offenses 
that adulterers gave in church outwent 
the wildest flights of modern sensa- 
tionalism as an enrichment of the 
service. The various civil penalties 
imposed cannot have been much more 
wholesome. 

Sexual morality was also at a low 
ebb in the colonial South, where, very 
early, laws had to be passed on this 
point. Indeed there is no reason to 
suppose that the problem was localized 
or that there is much ground for ideal- 
ization of colonial morals. In par- 
ticular, the widespread presence of 
slaves, black and white, was conducive 
to immorality both among themselves 
and with free people. Something of 
the callousness produced by the insti- 
tution of slavery is suggested by a 
formula for slave marriage used by an 
Andover clergyman, in which the man 
promised to “perform the part of a 
husband” as “far as shall be consistent 
with the relation” sustained as a serv- 
ant, and to cleave to the woman only, 
“so long as God in his Providence, 
shall continue your and her abode in 
such place (or places) as that you can 
conveniently come together.” Similar 
words were applied to the woman. 

There were plenty of instances of 
troublous family relations in the colo- 
nial period, and of such the state had to 
take cognizance. In fact, there is no 
reason for being pessimistic about the 
modern family as contrasted with its 
precursors, If our family life today is 
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looser and freer, the change is a natural - 


expression of changed economic con- 
ditions. 

The significant differences between 
the colonial family and ours may -be 
summed up by saying that the family 
in Colonial days was nearer to the 
authoritarian conditions of the Old 
World, was bound down by a primitive 
- technique that allowed most of the pop- 
ulation but a very low standard of 
living, gathered up in itself a whole 
range of economic and social functions 


that have since been in process of pass- 
ing out of the home into the ‘public 
sphere, and, corresponding to the rela- 
tive human helplessness of the handi- 
craft era, was more under the spell of 
supernaturalism than is the. family 
today. From the changes that have 
taken place in these respects can be 
traced most of the significant altera- 
tions in the status of husband, wife, 
child, and more distant relative, in the 
tone of family morale, and in the réle 
of the family as a social institution. 
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The American Family in the Nineteenth Century 


By WILLYSTINE GoopsELL 


HEN the nineteenth century 
dawned upon the new republic 
of America, the family was a closely 
‘knit institution—the unit of society, 
as, indeed, the family had been since 
the beginnings of civilization. Father 
power had not yet been seriously chal- 
lenged. Both law and public opinion 
supported the patriarchal family, in 
which the husband and father was the 
only “person” recognized by law, and 
all rights over the property and the 
persons of wife and children were 
lodged in him. This concentration of 
authority in the hands of a single in- 
dividual unquestionably operated to 
make of the family a strong and co- 
herent unit, which persisted without 
fundamental changes for at least half 
of the nineteenth century, in the midst 
of profound social innovations. 
Yet the knell of the patriarchal 
family was sounding in the early dec- 


ades of the new century. Certain’ 


social movements and conditions, gain- 
ing powerful headway, were sapping 
the roots of the old unified family life 
of colonial times. Preéminent among 
these forces were the spread of demo- 
cratic ideas from political to social and 
family life, the rapid development of a 
new industrial order, the extension of 
the Western frontier by resolute pio- 
neers, and the slow but continuous de- 
cline, after the middle of the century, 
in the influence of organized religion 
upon family and personal life. 


Economic CONDITIONS 


At the opening of the century the 
states of America had by no means 
emerged from the depressing impover- 
ishment which was the aftermath of 
the War for Independence, plunging 
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thousands of middle-class families into 
penury. Yet the new republic was 
blessed with an abundance of natural 
resources that, once discovered and 
exploited, would lift the level of living 
conspicuously above that of the coun- 
tries of the Old World. 

Moreover, machine industry was al- 
ready beginning to supplant the old 
domestic system by 1816—-an economic 
change destined to transform both 
industrialandfamily life. The French- 
man, Michael Chevalier, visiting Amer- 
ica in 1834, was deeply impressed by 
the mushroom growth of the factory 
town of Lowell, Massachusetts, and 
speaks of the “giddiness” he felt “at 
the sight of this extemporaneous .. . 
pasteboard town. ...” He writes: 

The cotton manufacture alone employs 
six thousand persons in Lowell; of this 
number nearly five thousand are young 
women from seventeen to twenty-four years 
of age, the daughters of farmers from the 
different New England states... .; they 
are here remote from their families, and 
under their own control. 

To this French visitor such a separation 
of girls from parental control was an 
astounding fact. He comments: 

In France, it would be difficult to con- 
ceive of a state of things, in which young 
girls, generally pretty, should be separated 
from their families, and thrown together, at 
a distance of fifty or a hundred miles from 
home, in a town in which their parents 
could have no person to advise and watch 
over them. 

He adds that the independence ac- 
corded to these American girls seems 
to have had “as yet no bad effects.””! 

1 Chevalier, Michael, Society, Manners and 
Polities in the United States. ... Trans. from 


the third Paris edition. Boston: Weeks, Jordan 
and Co., 1839. 
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Chevalier’s description of the situa- 
tion in Lowell would have been equally 
appropriate if applied to other factory 
towns springing up in New England 
and later in other sections of the East. 
Machine industry increasingly operated 
as a solvent loosening the old depend- 
ence of sons and daughters on the 
father and sending them out at an early 
age into the world to stand on their 
own feet and make their own way 
in the world. Such conditions were 
bound to implant in youth a sense of 
personal independence and to under- 
mine father power. Moreover, the 
increasing employment of women in 
factories—a practice which was highly 
favored by some writers, since it re- 
leased men for the heavier labors of 
agriculture—was a demonstration of 
the fact that these women could earn 
their own living and need no longer be 
financially dependent on fathers or 
brothers. 

Thus the foundation was laid, in 
the economic self-sufficiency of some 
women, for the subsequent freeing of 
all married women from the legal and 
proprietary disabilities laid upon them 
by the domestic codes of the Middle 
Ages. But this was not all. For the 
first time, the way was opened for 
spinsters, widows, and older orphaned 
children of no means, who by long 
custom had been received into the 
families of grudging relatives, to taste 
the joys of financial independence. 
Writing in 1855, Margaret Fuller 
Ossoli comments on the invasion of the 
trades and even some professions by 
women. Referring to the prevalent 
criticism of such women on the ground 
of their abandonment of the domestic 
sphere, she writes: 


But the most fastidious critic on the 
departure of Woman from her sphere can 
scarcely fail to see, at present, that a vast 
proportion of the sex, if not the better half, 
do not, cannot have this domestic sphere. 


Thousands and scores of thousands in this 
country, no less than in Europe, are obliged 
to maintain themselves alone. Far greater 
numbers divide with their husbands the 
care of earning a support for the family? 


In this statement the reader will ° 
readily perceive the revolution that 
machine industry had effected in 
family life, even as early as the middle 
of the nineteenth century. Not only 
did this social change weaken the sup- 
ports of the patriarchal family and 
pave the way for the emancipation of 
women, but it was destined to relieve 
men from an ancient burden—the care 
of unmarried and unfortunate female 
dependents. By the close of the cen- 
tury, public opinion had completely 
veered around from its age-old belief 
that dependent women must be sup- 
ported by their male relatives—fathers, 
brothers, or uncles—and had accepted 
the view that self-support for depend- 
ent. women was respectable if not 
obligatory. 


SPREAD or Democratic IDEAS 


Hardly less powerful as a solvent of 
old family customs was the spread of 
democratic ideas. The theory that all 
men are created free and equal could 
hardly be reconciled with the English 
practices of entail and primogeniture, 
whereby the family home and land 
descended to the eldest son, and the 
younger sons, were left to shift for 
themselves, with such aid as their old- 
est brother might extend to them. 
Never firmly intrenched in American 
soil, these customs were abandoned 
early in the history of the self-govern- 
ing states. Virginia led the way by 
abolishing entail in 1776. To be sure, 
certain old families, as the Carrolls and 
the Calverts in Maryland and the 
Livingstones in New York, sought to 
found manors and introduce entail to 


2 Woman in the Nineteenth Century, p. 219, 
Boston: John P. Jewett & Co., 1855. : 
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hold their landed estates intact; but 
public opinion was overwhelmingly in 
favor of equal division of property 
among children. Thus it came about, 
in the words of Calhoun, that the ambi- 
. tious plans of these families ‘mould- 
ered with the bodies of theirfounders.”’? 

The abolition of primogehiture—so 
striking a fact in the eyes of De Tocque- 
ville and other early European visitors 
to the United States—put the children 
of the American family on a plane of 
equality. At the same time, the more 
or less equal division of property 
tended to disperse family estates and, 
in a measure, to weaken family ties. 
It can hardly be questioned that the 
continued existence through genera- 
tions, if not centuries, of a family 
homestead and lands has operated as a 
powerful cement holding families to- 
gether and nourishing strong family 
feeling. 

Democratic ideas not only tended to 
make the children of a family equal but 
they also tended in some degree to 
bridge the gulf between a father and his 
children. Although family rule was 
still autocratic and family discipline 
severe in many homes, there is a mass 
of testimony, by both American and 
foreign writers, to the effect that chil- 
dren were accorded an unusual degree 
of freedom in the American family and 
that the relations of father and older 
sons tended to approach equality. “In 
a democratic family,” says De Tocque- 
ville, writing in the 1830s, “the father 
exercises no other power than that 
which is granted to the affection and 
experience of age; his orders would 
perhaps be disobeyed, but his advice 
is for the most part authoritative.” 
Especially was this French observer 
impressed by the degree of freedom 
accorded girls. Thus he writes: 


3 Calhoun, Arthur, Social History of the Ameri- 
can Family, Vol. II, p. 186, Cleveland: The 
Arthur H. Clark Co., 1919. 


Long before an American girl arrives at 
the marriageable age, her emancipation 
from maternal control, begins: she has 
scarcely ceased to be a child, when she 
already thinks for herself, speaks with 
freedom, and acts on her own impulse.‘ 


As with the girl, so with her brother. 
The ties of filial obedience were relaxed 
little by little as the American boy ap- 
proached manhood and began to earn 
his living. “In America,” comments 
De Tocqueville, “there is, strictly 
speaking, no adolescence: at the close 
of boyhood the man appears, and be- 
gins to trace out his own path.” 5 


SUBORDINATION OF WIVES 


But if the old despotic power of a 
father over his children began to break 
down under the steady impact of 
democratic opinions and customs, the 
same cannot be said of the authority of 
a husband over-his wife. Nothing is 
more striking to the student of nine- 
teenth-century social history than the 
rapid spread of democracy together 
with the thoroughgoing subordina- 
tion of wives. Prior to the Civil War 
very few changes had been made in 
that section of English common law 
which governed the relations of hus- 
bands and wives. Based upon the 
Scriptural saying that a man shall 
“cleave unto his wife, and they twain 
shall be one flesh,” American law, fol- 
lowing its English model, denied legal 
personality to the wife. 

Upon this assumption. writes Mans- 
field in 1845, “depend nearly all the 
legal rights, duties and disabilities, 
acquired by marriage.” With great 
temperateness he goes on to name 
these disabilities. “As a general rule, 
the husband has an entire right to 
the person of his wife, and may use 
gentle means to constrain her liberty.” 


4 De Tocqueville, Democracy in America, Vol. 
TI, p. 241, New York: Century Co., 1898, 
5 Ibid., p. 283. 
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Having a right to her person, the 
husband 


has the sole right to the remedies for legal 
wrongs committed against her person. 
[His] control over the person of his wife is 
so complete that he may claim her society 
altogether, . . . that he may maintain 
suits for injuries to her person; . . . that 
she cannot sue alone; that she cannot exe- 
cute a deed or valid conveyance, without 
the concurrence of her husband. In most 
respects she loses the power of personal 
independence, and altogether that of 
separate action in legal matters.’ 


Nor is this the whole picture. 
Mansfield goes on to declare that at 
marriage the woman 


loses the entire personal control over her 
property as long as the marriage continues. 
. . . The personal property of the wife, as 
such, in her own right, such as money, 
goods, animals and movables of all descrip- 
tions, vests at marriage, immediately and 
absolutely, in the husband. He can dis- 
pose of them, as he pleases, and on his 
death, they go to his representative, as 
being entirely his property. 


Moreover, although the husband does 
not acquire an absolute title in his 
wife’s lands, he “enters by marriage 
into possession of his wife’s real estate, 
has the power to manage it, and finally, 
the entire use and profit of it.”’? 

Not only were wives burdened by 
these legal disabilities for more than 
two thirds of the nineteenth century, 
but American public opinion prior to 
the Civil War held tenaciously to the 
theory that a married woman should 
remain immured in the home, devoting 
herself almost exclusively to the mani- 
fold duties of her domestic sphere. 
“Fathers should be the patriarchal 
sovereigns, and mothers the queens of 
their households; ...” writes Mrs. 


6 Mansfield, Edward, The Legal Rights, Liabili- 
ties and Duties of American Women . . . , pp. 
270-73. Salem: John P. Jewett & Co., 1845. 

1 Ibid., pp. 274-283. 


Graves in 1841. “The sanctuary of 
domestic life is to her [the wife] the 
place of safety as well as the ‘post of 
honour.’ ” 8 And these views were 
well-nigh universal at this time. 

De Tocqueville was greatly im- 
pressed with the fact that in America 
“the independence of woman is irre- 
coverably lost in the bonds of matri- 
mony.” The single girl “makes her 
father’s home an abode of freedom and 
of pleasure; the wife lives in the 
home of her husband as if it were a 
cloister.” With the usual penetra- 
tion of this French writer, he ventures 
the opinion that the restricted life of 
the American matron has its dual 
sources in the “religious opinions” and 
the “trading habits” of a “puritanical 
people.” These motives combine “to 
require much abrogation on the part of 
woman, and a constant sacrifice of her 
pleasures to her duties, which is seldom 
demanded of her in Europe.’’§ 

Beyond doubt, democracy created 
the domestic servant problem which 
has disturbed the souls of housewives 
from the early decades of the nine- 
teenth century to the present. The 
wages given household servants were 
absurdly low from a modern stand- 
point, and their hours were long. No 
wonder young women preferred the 
freer life and the better pay in the 
factories. Moreover, the democratic 
gospel of the equality of all men was 
bound to make itself felt in the atti- 
tudes and the behavior of underpaid 
household drudges. As early as 1841 
the American writer Mrs. Graves 
laments the exactions of domestic 
servants and their frequent threats to 
leave their mistresses—threats which 
made the housewife “afraid to reprove 
her menials.” The independence and 


8 Woman in America, pp. 45 and 60, New 
York: Harper and Bros., 1858. 

° De Tocqueville, Op. cit Vol. TI, p. 245 (ed. 
1898). . 
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the exacting demands of servants were 
fruitful causes of the addiction of 
American families to hotels and board- 
ing houses, noted by social writers even 
before the Civil War. Calhoun quotes 
the Englishman Burn as declaring in 
1865 that “boarding house life is one of 
the most marked features of the Ameri- 
can social system.” 1 


EXTENSION OF THE WESTERN 
FRONTIER 


No less momentous in its effects upon 
the family than the beginnings of 
machine industry and the spread of 
democracy was the mighty pioneering 
movement which resulted in extend- 
ing the Western frontier, first to the 
Rocky Mountains, then to the Pacific. 
The thin trickle of western emigration 
became a powerful current in the 
thirties and forties, made up not only 
of young pioneering adventurers but 
also of older men seeking to establish 
better homes for themselves in the free 
and unspoiled West. Probably the 
exploitation of labor in the industrial 
East was a potent cause of the western 
pioneering movement. In course of 
time these trail-breakers included not 
alone the unsuccessful or ambitious 
sons of large American families, but also 
the immigrants from Ireland, from 
Germany, and from Scandinavia, who, 
as soon as they could get together a 
small pile of savings from factory labor, 
would strike out for the frontier—the 
land of hope and opportunity. 

Space forbids all but the briefest 
mention of the difficulties encountered 
by these hardy spirits in establishing 
new homes on the virgin prairies and 
the river bottoms of the wilderness. 
To the physical hardships of pioneering 
were added the injustices from which 
they suffered at the hands of land 
speculators. Many a poor settler and 


w Calhoun, A., Social History of the American 
Family, III, 179. 


his family, after improving their land 
and accumulating a small sum to pay 
for it, faced ruin when they were out- 
bid at the public land sales by the 


‘agents of grasping land speculators. 


Not until 1862 did Congress pass the 
Homestead Bill, which granted 160 
acres of free land to every settler who 
cultivated the soil and built himself a 
homestead. Even then, land specula- 
tion and corruption were not wholly 
downed. Calhoun quotes Ely as de- 
claring that by such methods, whole 
communities of hard-working settlers - 
were pauperized.!! 

This march of millions of men and 
women to the West could not escape 
the attention of foreign observers of 
American life. De Tocqueville wrote 
of it: 

No event can be compared with this 
continuous removal of the human race, 
except perhaps those irruptions which 
caused the fall of the Roman Empire. . 
Then, every newcomer brought with him 
destruction and death; now, each one 
brings the elements of prosperity and life. 


Many men went alone or in pairs to 
make their fortunes in the wilderness. 
Writing in the fifties, Carlier comments 
on the scarcity of women in the West 
and of the eager pleas of settlers for 
wives and homemakers. Likewise, the 
Englishman Dixon has much to say of 
the “glut of men,” the “brisk demand 
for wives,” and the fact that “the 
domestic relation is everywhere dis- 
turbed.” ¥ 

But there is another side of the pic- 
ture, where may be seen the loyalty 
and the courage of the wives of pioneers 
who left homes of comfort in the East, 
tramping or riding with their mates 

4 For this whole question see Calhoun, Op. cit., 
II, 167-170, 

2 De Tocqueville, Democracy in America Cs 
1898) pp. 374-75. 


18 New America, London: 1867, 8rd ed., Phila.: 
1869, pp. 263-268. 
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over the weary miles to the new settle- 
ment, helping to put up the first rude 
shelters, carrying on their household 
labors under tremendous handicaps, 
and bearing their children in lonely 
cabins far from a doctor or even a mid- 
wife. Mrs. Trollope, who visited in 
the frontier state of Ohio in 1827, de- 
clares that the wives of American 
cottagers were “the slaves of the soil.” 
“It is rare,” she writes, “to see a 
woman in this station who has reached 
the age’ of thirty, without losing every 
trace of youth and beauty.” ¥ 

Such a tremendous transplantation 
of people, with its weakening or break- 
ing up of old homes and upbuilding of 
new, could not fail to have profound 
effects upon the family institution. Un- 
questionably, the pioneering movement 
struck a powerful blow at family soli- 
darity. Households in the East were 
decimated and weakened by it, losing 
much of their best blood. Family 
estates, divided by will among far- 
scattered children, were sold and 
dispersed. Often not even the family 
homestead was left to serve as a gather- 
ing place for its members, The “great 
family,” or clan of near relatives, so 
important in France and other Euro- 
pean countries, was reduced to a mere 
shadow, later destined almost to 
disappear. 


DECLINE or RELIGIOUS INFLUENCE 


Until the middle of the nineteenth 
century, religion maintained its power- 
ful hold upon both the personal and the 
family lives of Americans, and moral 
standards were still in the shadow of 
Puritanism. Chevalier, writing in 
1834, comments on “the austere re- 
serve of American manners, .. . their 
rigid habits of life, and . . . the reli- 
gious severity of life which exists here 

“ Domestic Manners of the Americans, p. 165. 


New York: Dodd, Mead & Co., 1901. First 
English edition, 1832. 


by the side of thé great multiplicity 
of sects,” 5 

The “multiplicity of sects” to which 
this French visitor refers was, when 
joined with the current spirit of indi- . 
vidualism, to prove another influence 
working to break up the unity of the 
family. Husbands, wives, and some- 
times even children followed their 
individual consciences in choosing 
their church connections. Naturally, 
such individualism in religious matters 
tended to impair the ancient spiritual 
bond of the family and to minimize its 
religious duties. Yet, even as late as 
1855, Schaff writes that “the custom of 


‘family devotion” and “the strict ob- 


servance of the Sabbath” were almost - 
universal in American families." 
However common such religious ob- 
servances might have been in the 
middle of the century, the currents of 
life and thought were working against 
their continuance. The spread of en- 
lightenment and tolerance through 
public education, especially after the 
Civil War, the gradual, insidious secu- 
larization of life, which was one of the 
outcomes ‘of industrial expansion, 
the spread of scientific knowledge in 
the second half of the century, and the 
undermining of family authority—all . 
operated to weaken the hold of religion 
on the individual and the household. 


THE AMERICAN FAMILY as SEEN BY 
FOREIGNERS 


The pictures of American marriage 
and family life as etched by English 
and French visitors in the first half of 
the century are revealing to the Ameri- 
can student of the family. Very 
generally it was noted by French writ- 
ers that in the United States, marriage 


15 Society, Manners and Politics in the United 
States, p. 142. Translated from the 8rd Paris 
edition, Boston: Weeks, Jordan & Co., 1839. 

16 Schaff, Philip, America, p. 91, New York: C. 
Seribner, 1855. : 
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was not an alliance of families but a 
union of persons, who were accorded 
great freedom of choice. Carlier com- 
ments with justified disapproval on the 
fact that parental consent to the mar- 
riage of children was not necessary 
after the common-law ages of fourteen 
for boys and twelve for girls had been 
reached.” 

Anglo-Saxon undemonstrativeness on 
the part of family members is noted 
by Chevalier, who remarks on the (ap- 
parent) fact that “family sentiment is 
much weaker than it is in Europe.” 
The American tendency to make a 


sharp demarcation between the spheres | 


and interests of husband and wife, 
‘ deplored by not a few American writers 
at present, was clearly under way 
rather early in the century, for Carlier 
comments on it in the fifties. In his 
Marriageinthe United States he says that 
although an American husband “‘recog- 
nizes the sanctity of the marriage tie” 
and does not evade his duties, yet “‘his 
wife is never the confidante of his inti- 
mate and real thoughts.” Mrs. Graves 
also discusses the “want of entire com- 
munity of feeling” between husbands 
and wives, brought about by the cus- 
tomary sex division of work, and 
- speculates concerning the possibility 
of bringing spouses nearer together 
through the medium of common intel- 
lectual interests.18 
Another firmly rooted family custom 
noted by foreign observers, which is 
being challenged at the present time, 
was the habit of leaving the education 
of children wholly to mothers. Writ- 
ing in the fifties, Carlier states that 


the father of the family takes little part in 
the education of his children—he has not 
the leisure. As to the mother, her will is 
easily overcome by theirs—either because 
she brings but a distracted attention to 


1 Carlier, Marriage in the United States, p. 35. 
American ed., Boston, 1867. 
18 Woman in America, pp. 210-212, ed. 1841. 


the discharge of her duty, or that the inde- 
pendence which her children so readily 
acquire opposes an invincible obstacle. 


Probably this French onlooker, ac- 
customed to the restrictive and arbi- 
trary control of children common in 
his native land, painted too dark a 
picture of family discipline in the 
United States. Yet the truth of its 


‘broad outlines can hardly be questioned. 


Despite the adverse criticisms of the 
American family scattered rather freely 
through the writings of visiting Euro- 
peans, certain authors write approv- 
ingly of the conceptions of marriage 
and family life which were dominant in 
the United States. De Tocqueville’s 
tribute is warm and friendly: 


There is certainly no country in the world 


where the tie of marriage is more respected 


than in America, or where conjugal happi- 
ness is more highly or worthily appreciated. 
. . » [When] the American retires from the 
turmoil of public life to the bosom of his 
family, he finds in it the image of order and 
peace.?0 


Drvorce anb Woman’s Rients 


One of the most conspicuous conse- 
quences of democratic ideas and cus- 
toms in America was the development 
of a robust individualism. Not con- 
fined to men, this spirit clearly ex- 
pressed itself in the actions of women 
and led to the growth of divorce as well 
as to the so-called “woman move- 
ment.” Most of the states of the 
American Union revised their laws 
with respect to divorce after the 
Revolutionary War, laying down cer- 
tain specified causes for which divorce 
would be granted. Also, early in the 
nineteenth century, authority in di- 
vorce cases was very generally trans- 
ferred from the legislative bodies to 
the courts. Married women no less 
than men showed a disposition to seek 

19 Carlier, Op. cit., p. 74. 

20 Democracy in America (ed. 1898), I, 389. 
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relief from an intolerable marriage by 
legal action. 

Carlier criticizes the ease with which 
marriage may be contracted in the 
United States and the corresponding 
ease with which it may be broken. He 
cites the statemént of President Dwight 
of Yale College, made in 1816, that “in 
the city of New Haven alone, then 
quite a village, there had been more 
than fifty divorces granted in the five 
preceding years, and more than four 
hundred in the whole State, during the 
same time.” On the basis of such 
figures as he could secure from news- 
papers and other sources, Carlier 
reckoned that the number of divorces 
annually granted in the United States 
in the fifties was three thousand.” 

In the eyes of this Frenchman, reared 
in the Catholic tradition, such a situa- 
tion was startling and deplorable. Yet 
he comes to the defense of American 
women by declaring that to their honor, 
“the majority of the divorces are 
granted at their request, and not 
against them.” Interestingly, he at- 
tributes a large number of divorces to 
the abandonment of wives by their 
husbands, who “seek their fortunes in 
the West, in California, where the thirst 
for gold alters all that is pure and noble 
in human nature... .” 2 

Within the limits of this article, only 
the briefest mention can be made of the 
movement to secure larger rights for 
women within the domestic circle as 
well as in the spheres of education and 
politics. Beginning in the thirties and 
forties, this effort to free the persons 
and the property of married women 
from the. absolute control of their hus- 
bands, to open to them opportunities 
for higher education, and to secure 
for them full political rights as citi- 
zens, was led by a small phalanx of 
strong-minded, strong-hearted women. 


21 Carlier, Op. ciè., pp. 100; 114, 176. 
2 Tbid., p. 115. 


Prominent among them was Lucy 
Stone, who, in May 1855, was married 
to Henry Blackwell, an extraordinarily 
liberal-minded man for his generation. 
The marriage contract in which these 
two ardent crusaders expressed their 
protest against the prevailing concep- 
tion of wedlock is well worth quoting in 
part: 


While we acknowledge our mutual affec- 
tion, by publicly assuming the sacred rela- 
tionship of husband and wife, yet, in justice 
to ourselves and a great principle, we deem 
it our duty to declare, that this act on our 
part implies no sanction of, or promise of 


voluntary obedience to, such of the present 


laws of marriage as refuse to recognize the 
wife as an independent rational being, 
while they confer upon the husband an 
injurious and unnatural superiority, in- 
vesting him with legal powers which no 
honorable man would exercise, and which 
no man should possess. ... We believe 
that personal independence and equal 
human rights can never be forfeited, except 
for crime; that marriage should be an 
equal and permanent partnership, and so 
recognized by law; that, until it is recog- 
nized, married partners should provide 
against the radical injustice of present laws, 
by every means in their power.” 


Here speak democracy and the 
heightened regard for the worth of 
human personality that is inherent in 
it at its best. 


Growts or Woman’s Riauts 
MOVEMENT 


Despite the ridicule and scorn heaped 
upon the little company of women who 
struggled to make of wives free, intel- 
ligent human beings, the Woman’s 
Rights movement grew increasingly 
powerful. It was recruited not alone 
by women but also by fair-minded men, 
who were revolted by the injustices 
made possible by American marriage 
laws. Quite early in the century, the 


23 Published in the New York Tribune and the 
Boston Traveller, May 4, 1855. 
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states of the Union responded to a 
changing public opinion and began to 
‘revise their domestic relations laws. 
Connecticut led the way in 1809 by 
granting to married women the limited 
right to make disposal of such of their 
property by will as their husbands 
could not legally claim. Prior to the 
Civil War, at least seven states had 
followed the lead of Connecticut, and 
six others had enacted laws according 
to married women the right to own and 
manage property by gift or bequest.” 

But the more complete emancipation 
of wives was forced to wait until the 
decades of expansion and liberalization 
of thought following upon the Civil 
War. During this fruitful period, the 
higher education of women became a 
reality and served to reénforce the 
claims of married women to greater 
freedom. Yet even at the close of the 
century, the liberation of wives had by 
no means been fully accomplished. 
Witness the sharp indictment made by 
Matilda Gage: 


So that even in this year 1892, within 
eight years of the Twentieth Christian 
Century, we find the largest proportion of 
the United States still giving to the husband 
custody of the wife’s person; the exclusive 
control of the children of the marriage; of 
the wife’s personal and real estate; the 
absolute right to her labor and all products 
of her industry... . That woman is an 
individual with the right to her own sepa- 
rate existence, has not yet permeated the 
thought of church, state or society.” 


Tue FAMILY Arter tae Crvi, War 


After the conflict between North and 
South had settled the burning issue of 
slavery, the minds and energies of men 
were released to grapple with the social 


See Wilson, Legal and Political Status of 
Women in the United States, passim, Cedar 
Rapids: 1912. 

2 Woman, Church and State, pp. 329. Second 
edition, New York: The Truth Seeker Co., 1893. 


and economic problems of a continent 
still containing vast areas of territory 
uncultivated and unpeopled save by 
Indians. During the three decades 
following 1865, the conquest of the 
West was well-nigh completed. As 
early as the eighties, most of the 
country’s free land had been taken up, 
and in 1893 the last important tracts 
for settlement were opened by the Gov- 
ernment in the Territory of Oklahoma. 
Moreover, the conduct of agriculture 
was revolutionized by the invention of 
farm machinery, which dispensed with 
the need for the labor of thousands of 
men. These men with their families 
joined the streams of immigrants and 
village dwellers which were pouring 
into the cities to swell their rapidly 
growing populations. 

Even more influential in its effects 
upon the family than the changes in 
agriculture was the enormous growth of 
machine industry. Within a decade or 
two, small towns grew into large ones 
and large towns into sizable cities, when 
factories were built in their midst. 
At the opening of the Civil War, only 
about 16 per cent of our population 
lived in cities; in 1900, over 30 per cent 
was urban. The mechanization of 
industry, the accumulation of huge 
amounts of capital in the hands of able 
and ambitious men, the massing of 
low-paid factory workers and their 
families in ugly, unsanitary slums, and 
above all, the rapid urbanization of 
American life—these and many other 
difficult conditions which confront us 
today were well developed at the close 
of the century. Out of these condi- 
tions have sprung baffling family prob- 
lems, which were hardly less urgent at 
the century’s end than at present. 

The relation of low wages to bad 
housing and disorganized family living; 
the successful adjustment of immigrant 
families to American conditions and 
standards; the insidious undermining 
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of family life by the thousand-and-one `. 


interests, demands, and allurements of 
great urban .centers—these are but a 
. few of the family problems which the 
nineteenth century passed on to the 
twentieth. To these should be added 
the perplexing questions growing out'of 
nineteenth century individualism: how 
to temper personal freedom with. per-. 
sonal responsibility in the parental 
guidance of children; how to solve the 
dilemma of the married woman who 
desires to be not only an emotionally 
satisfied: wife and mother but a con- 
tinuously developing person; how to. 
increase the satisfactions of family life 


and decrease its irksome repressions .- 


- change. 


` 
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and selfish demands; how to stem the 
ever swelling ‘tide of divorce by ‘a 
more enlightened preparation of men 
and women for marriage; how to work 
out a sex ethic that thinking persons 
can loyally accépt as rational and 
adapted to modern life, thought, and 
ideals;—these are but a few of the 
family riddles that are a heritage from 
a ‘century of revolutionary social 
Family stability and family 
relationships, unquestioningly accepted 
as fixed at the opening of the nineteenth, 
century, furnish perhaps ‘the most 
conspicuous and difficult problems 
which trouble the souls of men in the 
twentieth. 


Miss Willystine Goodsell is Associate Professor in 
Teachers College, Columbia University. She is the 
author of “A History of the Family,” “ Problems of the 
Family,” and “ The Education of Women.” 
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Contrasts and Comparisons from Primitive Society 


By Marcaret MEAD 


Ho the primitive 
family has been discussed from 
the standpoint of survival from hy- 
pothetical earlier stages of civilization, 
or else forms of the family among 
contemporary primitive peoples have 
been arranged in a sequence, with the 
monogamous patrilineal family as the 
end product. When students have 
attempted to refute these mythological 
sequences and plausible but unverified 
reconstructions of the past, the tend- 
ency has been to swing to the other 
extreme and insist that “the family,” 
by which they mean the group of hus- 
band, wife, and minor children, existed 
everywhere and was in fact the very 


. groundwork and cornerstone of society. 


Both of these approaches have 
neglected the more fruitful comparative 
approach which seeks to find neither 
sequence nor sine qua non, but instead 
attempts to arrive at a general under- 
standing of an institution of universal 
occurrence like the family, by a critical 
comparative study of its various mani- 
festations in different cultures at 
different periods of history. Such a 
method can also serve as a useful cor- 
rective of attempts to theorize upon 
the family’s loss of function; for the 
comparative student will realize that 
the family has had many and various 
functions, of varying degrees of social 
importance, as it has occurred in differ- 
ent types of culture. 


ABERRANT FAMILY PATTERNS 
When we say that “the family” 
exists in all known human societies, 
the definition of “the family” must be 
considerably modified. It cannot be 


_ taken to mean that type to which I 


shall refer as the biological family, 
i.è., father, mother, and children, but 
must instead be interpreted as the 
permanent group which rears the chil- 
dren and gives them’ status in the 
community. In most cases, but not in 
all, both parents play some part in 
this fostering, status-giving group 
within which children are born and 


‘reared. 


The actual social and economic 
elimination of the father occurs notably 
among the Nairs of Malabar—a ma- 
trilineal group which has succeeded in 
legally evading all the implications of 
marriage. When the daughter or 
daughters of the house are about eleven 
or twelve years of age, a suitable 
young bridegroom of appropriate social 
standing is invited to the house, and a 
religious marriage is performed but not 
consurnmated. At the end of three 
days, the bride or brides (for several 
daughters of the house may be suc- 
cessively wedded to the young man) are 
divorced and the young husband is 
dismissed with presents and never ap- 
pears upon the social horizon again. 
Later, when the daughters are grown, 
they may have permanent liaisons 
with young Nair men, or with sons . 
of the Namburuti Brahman patrilineal 
groups, among whom no younger son 
is allowed to enter into a legal marriage. 
Although these liaisons may be lifelong, 
the lover is given no status in his wife’s 
household; he has no control over his 
children, who belong entirely and un- 
conditionally to their mother’s group 
and have no claims over him or his 
property. 

The family, for all practical purposes, , 
among the Nairs, consists of one’s 


93. 
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mother’s mother and one’s mother’s 
mother’s, brother who is the male 
economic representative of the house- 
hold, one’s mother, mother’s brothers, 
mother’s sisters, mother’s sisters’ chil- 
dren, and one’s brothers and sisters. 
If any man were to be regarded as 
socially .one’s father, it would actually 
be the man who had been married to 
and divorced from one’s mother years 
before; for by Brahman law, a woman 
can enter into only one religious mar- 
riage. Here, then, is a family in which 
one biological parent has been socially 
eliminated. 

The partial elimination of the father 
from the mother-child group occurs in 
various parts of Indonesia and West- 
ern Melanesia and New Guinea, and 
seems to be a characteristic develop- 
ment in the type of social system found 
in that part of the world. In Men- 
tawei, many marriages are not pub- 
licly recognized until the children born 
to a couple are half grown and able to 
support their father; for a man upon 
marriage assumes the headship of a 
household and is ceremonially pro- 
hibited from ordinary labor thereafter. 
Before his sons are old enough to sup- 
port him, a man lives in his father’s 
household and works for his parents, 
his sisters, and his sisters’ children, 
the latter having been formally adopted 
by their maternal grandfather. 

For many Mentawei children, there- 
fore, the family consists of maternal 
grandfather, maternal grandmother, 
mother, mother’s sisters and mother’s 
brothers, own brothers and sisters, and 
mother’s sisters’ children. When a 
man decides to become the head of a 
household, he marries the mother of his 
children, adopts his children, and sets 
up a household over which he will 
preside until his sons and daughters are 
nearing middle, age and have all begot- 
- ten children. To this same pattern 
belong the visiting. husbands of Borneo 
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and Dutch New Guinea, who must 
surreptitiously creep into their wives’ 
houses. at night, and would be over- 


‘come with shame were they caught in 


this clandestine act. ; 
I have cited these extremely aber- 


“rant examples to throw into relief the 


more usual and less bizarre types of 
social organization. But they serve 
to illustrate the point that there has 
been an overerophasis upon the marital 
relationship as the cornerstone of 
family organization, for even by with- 
drawing all social sanction and recogni- 
tion from the marriage relationship, by 
outlawing it to midnight visits or 
clandestine encounters in garden huts, 
the family, arranged according to a 
different principle, goes on. 


Famity RELATIONSHIPS 


It will be illuminating, therefore, to 
investigate what are the relationships 
upon which the family nucleus is built. . 
These may be listed as the blood rela- 
tionships—father to son, mother to 
daughter, father or mother to children 
of both sexes—and the three contempo- 
raneous relationships which result from 
these emphases—brother to brother, 
sister to sister, and brother to sister. 
Additionally there is the husband and 
wife relationship, which is not, of 
course, one of consanguinity except in 
special cases of endogamy or cross- 
cousin marriage. This exhausts the 
relationships flowing from the biological 
parent-child situation—the situation 
within which any given society: has to 
work, even though the operation of the 
social system may be in the direction 
of the denial or elaboration of any one 
of these relationships far beyond the 
borders of its original biological signifi- 
cances. 

Such elaboration may take the form 
of denying the father’s rôle as a physi- 
cal progenitor, as among the Trobri- 
ands or the Karieri (this denial being in 
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most cases a matter of religious dogma), 
or it may take the form of minimizing 
the maternal rôle, as in Rossel Island, 
or dogmatically denying it altogether, 
as has been reported for Montenegro. 
Or putative paternity may often en- 
tirely replace all recognition of biologi- 
cal paternity, as among the Todas, 
where fraternal polyandry was prac- 
ticed, and one brother only performed 
the bow and arrow ceremony which 
made him the social father of chil- 
dren subsequently born to the wife 
whom he shared with his brothers. 

It is more usual for the society to 
give some recognition, however scant, 
to each one of the relationships flowing 
from the parent-child situation. Where 
all of them are recognized, we have the 
type of family situation which is de- 
scribed as bilateral. 

By emphasizing the children’s rela- 
tionship to the parent of one sex only, 
there is obtained that type of social 
structure which is called unilateral, 
the typical manifestation of which is 
the clan. The patrilineal clan or gens 
is the result of the father-son relation- 
ship, replaced after the father’s death 
by a brother-to-brother solidarity. 
Under this system all the women and 
their children go out of the woman’s 
clan and belong to the clan of the hus- 
band, and the children of brothers and 
of sons of brothers are regarded as 
equivalent, being in sibling status to 
one another. Such a patrilineal sys- 
tem is that of the Amazulus, in which a 
boy’s last tie with his mother’s people 
is broken at initiation. 

By emphasizing the mother-to- 
daughter and later sister-to-sister rela- 
tionships, an analogous situation is 
reached, of which the pueblo of Zuñi is 
a good example. Here the houses are 
owned by women, marriage is matri- 
local, and a man’s permanent home is 
in his sister’s house—not in the house 
of his wife, where he is not admitted 


into family privacies, at least until his 
children are grown. In such a society 
one finds the anomalous situation of a 
man whose status in his wife’s house is 
entirely dependent upon his relation- 
ship, not to her, but to her children. 


MODIFICATIONS or UNILATERAL 
SYSTEMS 


Where the emphasis is upon the rela- 
tionship of a parent of one sex to the 
children of both sexes, various forms of 
modified matriliny and patriliny are 
found, This condition is found in 
societies like the Trobriands and 
Dobu, in which it is not relationship 
to the mother only, but relationship 
through the mother to the mother’s 
brother which is the emphasized point. 
In such societies, it is the relationship 
of mother’s brother to sister’s son 
which becomes the critical social rela- 
tionship. It is possible to find the 
opposite condition in a society like 
Tonga, in which, although nominally 
patrilineal, the father’s sister is the 
person whom the growing child and 
youth must honor most. , 

Such modifications result from the 
fact that in the Trobriands and Dobu, 
it is not merely the relationship of 
mother to daughter, but rather the 
relationship of mother to children of 
both sexes, and in Tonga, father to 
children of both sexes which is stressed. 
After the death of the parents, among 
the adult siblings the important and 
effective relationship is not between 
siblings of the same sex, as in pure 
unilateral systems, but between siblings 
of opposite sex. It is around this lat- 
ter relationship that many Oceanic 
systems and many African systems— 
notably, the Vandau, the Basuto, the 
Bechuana, the Ashanti, the Ova Her- 
era, and others—are built up. 

In any one of these types in which 
one relationship is emphasized, others 
are correspondingly neglected; under 
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pure patriliny the daughter is virtually 
disinherited and must become absorbed 
into her husband’s clan, although this 
absorption, at best, is only partial. 
Under pure matriliny, it is the son who 
suffers, with his legal home and cere- 
monial relationships all in his sister’s 
house, and his wife and children and 
usually his economic activities also in 
his wife’s house. Under the mixed 
system in which the emphasis is upon 
the brother-sister relationship, it is the 
marriage bond that suffers; for the 
spouse is continually confronted with 
the strong bond which binds brother to 
sister, and often with the important 
economic obligations which they owe 
each other. So the Trobriand wife 
sees her husband pile his year’s supply 
of yams in his sister’s garden, while her 
children must be fed from the perhaps 
inferior supply of yams grown, not by 
their father, but by their mother’s 
brother. Similarly, in Tonga a woman 
may have no word in her daughter’s 
marriage; that is a matter for the fa- 
ther’s sister to decide. The degree to 
which the brother-sister tie actually 
interferes with the marriage relation is 
also correlated with rules of residence. 
In a matrilineal society in which the 
wife goes to live in her husband’s vil- 
lage, as in Basima and the Trobriands, 
some of this friction is removed. 


BILATERAL GROUPING 


Besides these various elaborations of 
unilateral descent, there are the types 
of kinship grouping which we call 
bilateral, in which both sets of kindred, 
maternal and paternal, are given equal 
recognition. With such a catholic 
recognition of relatives on both sides 
of the marriage, the possibility of 
strong kinship allegiance vanishes and 
there is a tendency for the family to 
re-form with each new marriage. Such 
a family type is found among the 
Eskimo, among some of the Indian 


tribes of Central Canada, and among 
people of North American Protestan 
stock. ; : 
Although the recognition of the mar- 
riage bond as the basis of family rela- 
tionship is the closest approximation 
to biological facts of mating and par- 
enthood, and is found among many of 
the simplest peoples, it actually repre- 
sents a weak family organization when 
the family is viewed as the economic 
and social kinship structure which rears 
and gives status to children; for the 
biological family, with its pallid recog- 
nition of two sets of antagonistic kin- 


' ship allegiances—to the mother’s kin 


and to the father’s kin—is a status- . 
giving group founded upon a relation- 
ship which lacks the permanency of 
that of a blood group. The biological 
family can be shattered by divorce or `’ 
death and the child left in an in- 
determinate position, economically, 
socially, and affectionally, which is im- 
possible in any society which stresses 
blood ties at the expense of the mar- 
riage tie. 

In many discussions of the family, 
especially in discussions of the origin of 
the family, it is assumed that the natu- 
ral protector and provider for a woman 
and her children is a husband. Actu- 
ally, such a dependence is far less re- 
liable than is the dependence of a 
woman upon an own or clan group of 
clan brothers who stand to her and her 
children in an inescapable relationship 
of responsibility. 


ANDAMAN AND SAMOAN SYSTEMS 


The family may also take different 


forms not by the emphasis upon one -° 


relationship rather than another of 
those implicit in the parent-child situa- 
tion, but through various types. of 
generalization of blood relationship. I 


‘shall mention only two of these types, 


from societies of very different degrees 
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of complexity — the Andamanese and 
the Samoans. 

. The social organization of the Anda- 
mans is of the simplest; the small 
horde of some fifty persons forms a 
loose unit which resides in a common 
spot and hunts over common territory. 
There is no clan elaboration of kinship; 
the most definite usage is that brothers 
often but not always build their houses 
side by side. Marriage is monogamous 
and for life. But the Andamanese 
have complicated this simple structure 
by an extended system of adoption. 
Children are adopted from horde to 
horde; a child by the time he reaches 
_ puberty may have had three or four 

sets of fathers and mothers, towards all 
of whom he owes the obligations and 
claims the privileges of a son. The 
- tenuousness of the bond between chil- 
dren and a pair of parents who may 
be cut off at any moment by death, is 
strengthened by doubling and re- 
doubling this bond towards other 
adoptive parents; the child’s social 
relationships are widened: his power of 
calling upon elders for aid is increased. 
The narrow interdependence of the 
biological family is blurred out into a 
broader picture. 

The Samoan system works nae by 
increasing the number of parents but 
by increasing the number of children 
per responsible parent. Samoa is or- 
ganized into a series of joint households 
of ten to twenty people. Over each of 
these households presides the most 
responsible male. of the group. He 
stands in loco parentis to the entire 
household of children and adults. 
The presence of many other adults in 
the household tends to generalize the 
children’s relationship to the adult 
world; the number of siblings is enor- 
mously increased, and the chances of 
the child’s being socially maimed by 
the death of either biological father or 
headman is almost nonexistent. His 


father is only one of a group of males, 


` and the headman’s place is automati- 


cally filled by a successor towards whom 
the child stands in the same relation- 
ship of ward. 


FUNCTIONS or THE FAMILY 


If we turn from the forms of the 
primitive family to its function, we 
find as wide differences—from the tiny 
Melanesian family’ of Dobu, which is a 
self-contained unit, eating alone and 
gardening alone, to the communal 
meals of the men’s house of the New 
Hebrides or the daily feast of all the 
men in a village in Samoa, who eat 
together after they have worked on the 
village plantation. The degree to 
which the family is a group which pro- 
vides for common meals, for sleeping 
quarters, for the acquisition of indus- 
trial skills, or for the transmission of 
charms and religious knowledge, varies 
from a position of prime importance to 


'a purely negative rôle. 


When modern writers say that the 
family among us has lost its function, 
they mean merely that the Western 
European patriarchal family, which was 
once a social-economic and industrial 
unit of a high degree of self-sufficiency, 
is breaking down—that its disciplinary 
and educational functions have been 
taken over by the state and its indus- 
trial functions preémpted by modern 
machine production. But all of these 
are merely functions of the family in 
our own immediate history—not in- 
alienable functions of the family in 
human society. 

The only function of the family 
which is, as far as we now know, univer- 
sal is the status-giving, child-rearing 
function. Samoa has enormously in- 
creased the size of the family group, 
and so has generalized and attenuated 
the attitudes within it; but the funda- 
mental pattern remains. Modern po- 
litical theory has suggested the further 
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generalization of this aspect of the 
family so that the state would be the 
unit through which the child received 
status and was nourished and provided 
for. Only if this innovation were made 
in all completeness could the family be 
said to have lost the one function which 
defines its existence. 

It is worthy of note that were state 
responsibility’ for children to be sub- 
stituted for the present family organi- 
zation, we would again obtain a type of 
guarantee for children which the 
present weak bilateral family group 
fails to give. In the clan, in any of its 
modifications, the child’s status and 
subsistence is assured as long as there 
are members of the clan alive. Under 
the state, a child would again claim a 
relationship to a large group of adults— 
a group too large to be dissipated by a 
few blows. The child would stand in a 
status relationship which could not be 
evaded. Our present narrow defini- 
tion of adult responsibility towards 
children as being limited to own or 
legally adoptive parents has robbed 
the child of that security which was 
assured it by all primitive societies 
which were not primarily organized 
about the marriage tie. 
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A Statistical Analysis of the Modern Family ` 


By Mitprep PARTEN 


HERE are two main questions of 

interest concerning the modern 
family. First, there is the question of 
size. How many persons are there in 
the average family? To what extent 
is the average family representative of 
‘the general family population? What 
percentage of families contain one 
member, two members, three members 
„and so on? In short, what is the 
frequency distribution of various-sized 
families? The second question relates 
to the composition or structure of the 
modern family. In what way are the 
individuals composing it related to one 
another by birth or marriage? How 
many families consist, for example, of 
men living alone or of women living 
alone? How many consist of married 
couplesliving togetherwithout children? 
Among families having children, what 
proportion consist of families with 
only one child, what proportion with 
several children? These and similar 
questions may be included under 
the broad head of composition or 
structure. 


Fronpines Basen on New Haven 
Srupy 


` The present study is an attempt to 
answer these two questions for the 
modern American family. It is based 
upon the results of an investigation 
carried out at New Haven, Connecti- 
cut, relating to the year 1920. This 
investigation, which covered all the 
families of New Haven, was made by 
the United States Bureau of the Census 
and the Yale Institute of Human Re- 
lations acting in coöperation. The 
Federal Census gathers the most ex- 
tensive collection of family data in the 
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United States. Until the 1930 Census, 
however, little of this material had 
been tabulated or published except in 
a form which related to individuals 
and not to family groups. It was 
therefore necessary to make a special 
retabulation of the census data for New 
Haven in terms of family groups. 

This New Haven study covers, of 
course, only a tiny fraction of the total 
family population of the United States. 
Nevertheless, the remarkable corre- 
spondence which exists between the 
results it yields and those of two 
similar investigations in other districts, 
perhaps warrants us in assuming that 
such results may have a more general 
applicability.* 


Deruovrrions or “Famy” 


One finds among both past and 
present sociological and economic writ- 
ings a bewildering variety of definitions 
of the term “family.” This is quite un- 
derstandable. For the most part, each 
writer has been primarily concerned 
with some special problem, such as the 
differential fertility of various groups, 
the relation between the standard of 
living and the family wage, the in- 
heritance of physical and mental traits, 
or one of a host of others. He has 

1See Truesdell, Leon E., “Tabulation of 
Family Data from the 1980 Census,” Journal of 
the American Statistical Association, Vol. 26, pp. 
825-330, Sept. 1931. 

2 The first of these two similar investigations is 
Chicago Families: A Study of Unpublished Census 
Data, by Day Monroe, Ph.D. Thesis, 377 pp., 
Dept. of Home Economies and Household Ad- 
ministration, University of Chicago, June 1930. 
The second is The Woman Home-Maker in the 
City. A Study of Statistics Relating to Married 
Women in the City of Rochester, New York, at the 
Census of 1920. 
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therefore quite naturally defined the 
term “family” in the way which best 
suited his purpose, or indeed, in only 
too many cases, has not bothered to give 
it any precise definition at all. The 
lack of a common definition of course 
. prevents comparisons of any value 
between the results of different writers. 

Out of this welter of definitions— 
some vague and some precise—four 
main possible definitions emerge. In 
total, they cover most of the purposes 
for which a definition might be re- 
quired, although not all. 

The first is that adopted by the 
United States Bureau of the Census. 
It includes all persons living together 
in the same household, and nobody 
else. Thus relatives of all kinds, 
friends, lodgers, and servants are all 
included provided they habitually form 
part ‘of this residential household 
group, while children and other rela- 
tives living elsewhere are excluded. It 
will be seen that this definition cor- 
responds much more closely to the 
popular notion of “economic house- 
hold” than to the popular notion of 
“family.” It was doubtless adopted 
by the Bureau because the primary 
object of the census is to enumerate all 
persons in the country at a given date, 
showing where they live, in such a way 
as to get the correct total population 
for each district and for the United 
States as a whole. This definition is 
clearly useful in dealing with housing 
and similar problems., It should be 


remembered, however, in dealing with - 


the census figures, that the Bureau 
considers “economic” as well as “‘pri- 
vate” families. Economic families are 
groups living under the same roof in 
lodging houses, hotels, labor camps, 
andinstitutions. Their inclusion would 
alter very considerably the (arith- 
metic) average number of persons 
per family in cities where there are 
large institutions. 


- The second definition embodies the 
concept of the “natural’-—or “biologi- 
cal”—family. It corresponds very 
closely to the popular meaning of the 
term. It includes only parents and 
their offspring, if any. Stepchildren, 
adopted children, and other relatives . 
are all excluded. On the other hand, 
all offspring are included regardless of 
their age, marital condition, or place of 
residence. They are usually divided 
into stillborn, living, and dead. This 
definition is nearly always adopted in 
fertility studies, for obvious reasons. 
The third definition is what may be 
termed the “natural social” family. 
It consists of a group of persons who 
both live together and have a marital 
or parent-child relationship. All un- 
married sons and daughters living at 
home with either or both parents are 
included, regardless of whether adopted 
or ‘stepchildren, or under or over 
twenty-one years of age. But children 
not living at home are excluded, and so - 
are other persons living under the same 
roof. This definition of “family” is 
employed by Day Monroe in the work 
already mentioned. She further sub- 
divides such families into unbroken 
and broken, the latter consisting ‘of 
men or women with broken marital ties, 
having one or more children at home. 
The fourth definition may be termed 
the “social” family. It consists of all 
individuals related to the head of the 
household and living under a common 
roof. Relationship may be through, 
blood, marriage, or adoption. Un- 
related individuals who are living: 
together, bound only by social or eco- 
nomic ties, and who therefore fall 
outside this definition, may be deemed 
to constitute “unrelated” families. 
When it is desired to allot every in- 
dividual living in a district to some 
family within that area, then of course 
these unrelated families must be in- 


eluded. 
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This last definition has the advan- 
tage of indicating a family unit whose 
members are bound together in all 


cases by common residence, and in | 


nearly all cases by ties of kinship and 
economic interdependence. It is the 
- definition adopted in the New Haven 
study with which this article deals. 
It is also the definition of “household” 
used in the Chicago study. 


SIZE or THE FAMILY 
Family size may be considered either 
from the point of view of a single 
expression such as an average, or of a 


tioned, this average number in Chicago 
in 1920 was only 3.8. This compara- 
tively low figure arises, of course, from 
the exclusion of lodgers and relatives 
other than children. From the fourth 
definition, this average number is 4.1 
for New Haven and 4.0 for Chicago, for 
the year 1920. 

However, an average of this kind 
tells us very little. Figures on the 
prevalence of families of each size are 
more illuminating, and are given in the 
following table. 

It will be observed that only one fifth 
of the families of these three cities 


TABLE I—Prorortion or FAMILIES CONTAINING SPECIFIED NUMBERS or MEMBERS 














Rochester Chicago New Haven 
Number of Members Households * Households * Families 
Y (Per Cent) (Per Cent) (Per Cent) 
20.5 23.8 21.6 
21.7 22.1 21.6 
20.3 20.2 19.4 
14.5 14.4 13.7 
9.7 8.8 9.4 
5.8 5.0 6.2 
7.5 5.7 8,0 
100 100 99.9 




















a Figures taken from Chicago Families, pp. 331-382. 


frequency distribution of families con- 
taining specified numbers of members. 
Whatever the description, the size will 
vary with the definition of the term 
“family.” The arithmetic mean, for 
example, may correctly be of several 
sizes. From the census definition, 
which it will be remembered includes 


“economic” families, such as hotels, as ` 


well as lodgers and other persons living 
with the family in the narrower sense, 
this average number for the United 


States as a whole was 4.7 in 1900, 4.5 


in 1910, and 4.3 in 19203 From the 
third definition, that adopted for 
“family” in the Chicago study men- 


3 Fourteenth Census of the United States 1920, 
Vol. H, pp. 1265-68. 


contain the average number of ap- 


proximately four persons. The family 


_ consisting of two or of three persons is 


slightly more typical than that consist- 
ing of four; but, as Day Monroe writes, 
“apparently it is misleading to speak 
of a family of typical size, since there is 


‘so much variation and since among the 


families investigated, the proportion 
containing a given number of persons 
was in no instance as great as one 
third.” 4 Neither the mean nor the 
mode gives an adequate description of 
the family population, as each of these 
includes only about one fifth of the 
families covered. The popular con- 
ception of the typical family as con- 


< 4 Monroe, Day, Chicago Families, p. 98. 
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sisting of husband, wife, and three 
children should clearly be abandoned, 
as only 14 per cent contain exactly 
five, and 60 per cent contain less than 
five, members. l 
Let us now turn to the proportion of 
individuals living in families of various 
sizes. The following distribution was 
obtained from the New Haven data. 











TABLE II 
‘Number of Members Percentage of 
in Family ` Individuals 
Vacated dane iia Oe 1 
REENERT E a hone ES 10 
Oda ia tard wena vartier scans 10 
ie, shea tisk wena cate yale: Bates 18 
Bein ces ana bb a a. A ance 16 
Cue ae ee Soe Rae 13 
Weg aeaa ale aaa beach oaks 10 
Bre. acid aba aaa 7 
Dee ete. Side Se ead s 4 
AO rei A 2 
i AE E ET EE EA 5 
12 and more:........... 4 





This table shows the percentage of 
the 149,099 individuals of New Haven 
who belong to families containing speci- 
fied numbers of members. From it we 
may conclude that the four-person 
‘family contains the greatest proportion 





of ‘the aggregate family members. 
Almost one person in every five belongs 
to a family of that size. On the other 
hand, more than 60 per cent of the 
individuals live in families containing 
five or more members; so although the 
proportion of large families in the total 
population is not especially great, 
these. families ‘contain a great many 
members. 


CoMPOSITION OF THE FAMILY 


The 36,320 families in New Haven 
were divided into twelve types. The 
number of families in each type is . 
shown in Table III. 

From these figures, it may be seen 
that the husband-wife-children family 
is the most prevalent type, and includes 
about two fifths of the families of the 
city. In addition, 15 per cent of the 


‘families are composed of husband, 


wife, children, and relatives. In other 
words, slightly over half the families of 
the city contain two parents and their 
children. The family composed of 
only a husband and wife constitutes 
another 15 per cent of the total. This 
type is composed of couples who never 
have had children, as well as those 
whose children have married or left 
home. The husband-wife-relatives, and 














TABLE UI 
pi Number of Per Cent of 
Type of Family Families Total Families 
Husband and wife. ..,nan auon cc cece cece nee e aes 5,509 15.2 
Husband, wife, and children.............0 eee eee 15,042 41.4 
Husband, wife, children, and relatives. ...... ener 5,576 15,3 
Husband, wife, and relatives............0 eee eee 2751 7.6 ° 
Man and children. ...........00 000 c cence eee tae 258 T 
Woman and children... 0.0.2.0... cece eee eee 849 2.3 
Man, children; and relatives. ............. o8 TIES 406 1.1 
Woman, children, and relatives.............0.5.6- 1,104 3.0 | 
Man or woman and relatives....... 2.06.0 se eeees 2,802 7.7 
Man Alone er eh e TEEL O ter dence whales 8 632 1.7 
Woman alone. n.a 0.0.06 e cece eee ees Sear ates 1,152 3.2 
Unrelated persons... .. nasus an cece rror ee eens 239 6 
Toake 3 Ses aoe 8 be AAA hk ATER As 86,320 99.8 
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the man-or-woman-and-relatives farn- 
ilies are next in frequency, each 
containing about 7 per cent of the total. 
The other types, such as man-children, 
man -children -relatives, woman - chil- 
dren, woman-children-relatives, man 
alone, and woman alone each include 
less than 5 per cent of the cases. It 
should be remembered, however, that 
these statistics refer to the situation of 
1920, and a considerable increase in 
these last groups may be anticipated 
when the 1930 data are analyzed. 

By combining the family types and 
disregarding the overlapping, we may 
discover the proportion of families 
commonly called normal families, and 
the proportion differing from this as- 
sumed norm. 

The normal family, which is the so- 
called “natural-social” type, consti- 
tutes four fifths of the total families 
of the city. Approximately 80 per 
cent of the individuals of the city live 
in this kind of group, which consists of 
a husband and wife, with or without 
other members such as children, rela- 
tives, or lodgers. 

The remaining fifth of the families 
consists of groups in which no marital 
relation, has existed, as well as those in 
which it has been broken. It is in- 
teresting to note that such homes con- 
tain women as heads more than twice 
as often as they contain men as heads 
(14 per cent as compared to 6 per cent). 
This may be attributed to a number of 
factors, among which the greater pro- 
portion of widows than of ‘widowers in 
the population, ‘partly due to the 
greater tendency for the latter group 
to remarry, may be a significant 
element. . 

Considering next the number of 
married couples who have no relatives 
living in the same home, we find that 
about three fifths of the families are 

‘included. This is a noteworthy fact 
in view of the popular belief that the 


family usually contains only parents 
and children. The findings of the 
Chicago analysis seem to corroborate 
those of New Haven in this respect. 
The proportion of families living alone 
without outsiders (i.e., relatives and 
lodgers) forms 69 per cent of the total 
families studied.’ 

Not only are there relatives in 40 per 
cent of the New Haven families where 
there is a married pair, but there are 
lodgers as well in 14 per cent of these 
homes. In Chicago, where the lodging 
houses were omitted from the family 
count, 11 per cent of the homes con- 
tained lodgers. It is often assumed 
that the lodging-hougse ‘area is well 
defined and is located in a deteriorating 
residential section of the city. In 
New Haven, this is not the case. The 
lodgers are distributed fairly uniformly 
throughout all types of economie dis- 
tricts. The majority of families who 
keep any lodgers keep only one. It is 
generally believed that the number of 
families renting rooms is increased 
during times of economic depression, 
when the homemaker tries to supple- 
ment the family income. It will be 
interesting to test this hypothesis when 
the 1930 figures are available. 


CHILDLESS FAMILIES 


Data on the number of childless 
families and on the number of children 
per family are needed for a better un-- 
derstanding of many social problems, 
particularly those of population in- 
crease. It isa great mistake to assume, 
as has been done in the past, that any 
light will be thrown on the size of the 


‘typical family by dividing the total 


number of children by the number of 
married women. Such figures have, 
however, provided the basis for numer- 
ous generalizations about the extent to 
which selected families have differed 
from the general population. For 


5 Monroe, Day, op. cit, p. 256. - 8 Ibid. 


34 THE ANNALS OF THE AMERICAN ACADEMY 


example, we find references to the great 
number of childless families among 
those seeking divorces. The census 
data are unfortunately not adequate 
for answering this type. of ques- 
tion. 

As a matter of fact, as Table IV 
indicates, 36 per cent of the homes in 
New Haven contain no children. The 
necessary data for evaluating this point 
are not available. It should be pointed 
out, however, that there is a married 
couple in each of 28,878 of the families, 
and that 29 per cent of these families 
are childless. This fact would be in- 
terpretable, however, only if we knew 
the proportion: of recent marriages 
where no children have been born and 
the proportion of marriages where all 
the children have left home. , 


TABLE IV—Prorontion or 36,320 Fam- 
wues in New Haven CONTAINING 
Sprorrp NUMBER or CHILDREN 





Number of Children 


Percentage of 





under 21 Years Families 

Dnata E A 20 

r EE A EA 17 

be E EAE Hae oe PW. Soe BE cece hyo 10 

l PEE ee RRS ater a E 7 

Bde Hala a ee Oo 4 

li E EEEE ad Fea ned g 

Wah re Miles ROG hem Tae eed 1 

OF ET AEE E Wier poked Heels 0.6 
“Mor MOVE... eee ee eee 0.5 

None... cece ceeeveeee 36 








As may be observed, among those 
. families containing children, the one- 


child family predominates. It in- 


cludes one fifth of the families of the ` 


city. 
The table which follows shows the 
- proportion of families in New Haven 
which contain children under five years 
of age, as well as the number ‘of such 
children. 








TABLE V 
‘Number of Children |- Percentage of 
under Five Years Families 
-19.2 > 
10.7 
2.4 7 
PE 
„01 
67.3 
f 99.81 








Tt will be seen that two thirds of the 
families in New Haven havẹ no chil- 
dren under five years. 

A similar table for children under 
ten years takes the following form: 








TABLE VI _ 
Number of Children Percentage of 
under Ten Years Families. 
Mb te cata h ate EEEE 18.8 i 
EE E E A 13.1, 
ENE E E EE 7.4 
Gerad soi E E EEE 4.0 
D t EANAN NSS 1.4 
Gosh N A 3 
E gus, SE E E 04 
None igi leeeiaauk dons e 54.8 
Totale rerrisaiseiii 99:9 











An examination of this table reveals 
that over half (54.8 per cent) of the 
homes have no children under 10 
years. 

Summing up the data on childless 
families, we may say that two thirds of 
the New Haven families contain no 
children under five years; over half 
have.none under ten years; and about 
one third have none under twenty-one 
years. 


SIZE IN RELATION TO ComPosITIoN 
or FAMILIES 


. The lack of uniformity in family 
size is even more evident when the 
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families are classified by types. This 
is shown in the following table, wherein 
figures are presented on the proportion 
of families in each group which contain 
the specified number of members. 

It should be noted that with only 
three exceptions, the percentage of 
families included among those of any 
given size is less than 37 per cent of the 
total families of any type. In other 


85 


two. This is even more characteristic 
of the unrelated than of- the related 
adults. Very possibly the felated 
adults are remnants of a larger “bio- 
logical” or “natural” family, while the 
unrelated people are detached individ- 
uals who have voluntarily established 
households, as well as those who con- 
duct lodging houses. 

The family which is ordinarily con- 


TABLE VII-—Pzrcenracs or New Haven FAMILIES CONTAINING SPECIFIND NuMBER or MEMBERS 






































Number of Persons in the Family 
T F Number of 
ype of Family Families 1] 2] 3|; 4| &| 6] 7 8 9 10 11 | 12 plus 
POPC PC)PC. PCO PC/PC PC+|PCa/PC#i PCs; PCs 
HW ceasdnns ioe iia 5,509 oe is E ETE ETE Pan ESE ET es os ss 
H-W-Ch. os... eee 15,042 . |.. | 29) 265 175 11 7 4 3 1 1 x 
H-W-Cbh-B. eee eee 5,576 oe foe | os | 19 | 24 | 20) 14° 9 6 3 2 2 
H-W-R. wee eee 2,751 «2 | .. | 58] 27 9 4 1 1 Dz As x x 
M-Cho.. cc cece eae 258 .. | 2B | 26 | 17 | 15 5 5 3 x x it oe 
WOE Scena merian 849 .. | 36 | 29 | 15 | 10 5 3 1 1 x x ix 
M-or-W-R. annusa 2,802 .. | 50 | 28 | 13 5 2 1 x x x ole iat 
M-CBAR. oo eee 406 eo]. | 17 | 24) 25] 16] 8 6 1 1 1 ee 
W-CL-R. wc cece ee 1,104 -- | .. | 21 | 25 | 20 | 12 | 10 5 8 2 1 1 
Unrelated........... 239 .. | 78 | 10 5 3 2) -1 1 x ae are a 
M alone.........+... 632 1100] .. x fae Poke ea a 
W alone..........605 1,152 100 
i! 




















ax equals less than .6. 


words, no type of family is predomi- 
nantly one size as compared with 
another. The exceptions are: the hus- 
band-wife-relatives type, which is com- 
posed of three members in 58 per cent 
of the cases; the man-or-woman-and- 
relatives group, which consists of two 
members in approximately half the 
instances; and the unrelated families, 
which are primarily (78 per cent) two- 
person families. Expressed another 
way, husbands and wives usually have 
only one relative living with them. 
Perhaps this person is the proverbial 
mother-in-law, but our analysis is not 
‘sufficiently detailed to warrant this 
statement. A family analysis which 
would further describe relatives is most 
desirable. 

Related and unrelated adults most 
frequently live together in groups of 


sidered’ the normal one, that is, the 
husband-wife-children type, most fre- 
quently contains three members. 
However, more than one fourth of 
these families exceed the theoretically 
“normal family of five,” while only 17 
per cent actually consist of that number 
of persons. In the husband-wife-chil- 
dren-relatives type, the five-person 
family is most prevalent, and more 
than half the families are larger than 
this mode. 

Another measure of family size may 
be shown in the mean number of per- 
sons for each type, which is as shown 
in Table VIII. 

It -will be recalled that the mean 
family size for New Haven as a whole 
was 4.1. This average does not occur 
among any of the types listed above. 
The variation in all these figures should 
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TABLE VIII 
a 
Type of Family ue Sy aati 

H-W-Ch. 0.0... cee eee 4.7 
H-W-Ch-eR. 2... 2... eee 6.2 
H-W-B. saue 3.6 
M-Ch. ccc ccc ee ee ees 3.7 
WeCh is aeea eoe INS 8.4 
M-Ch-R. 0... 2. ce cece 4,9 
W-Ch-R. 0. cece eee 5.1 
M-or-W-R. 0... eee es 2.8 
FW ii02 aise ON anaes dace 2 
Man alone....,......... 1 
Woman alone........... 1 
Unrelated. ............. 2.5 





indicate the need for caution in the use- 
of the term “average family.” 


Size or HousesoLD 


Although the immediate family con- 
sisting of related members is of primary 
importance to many social agen- 
cies, the household, which refers to all 
people who are living together in the 
home, is also of some significance. 
The extra people, or lodgers, form an 
important part of the modern family 
circle. It is to be hoped that detailed 
studies of these individuals, showing 
their ages, sex, occupations, family 
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connections, and other information, 
will be made from the 1930 tabulations. 
For the time being, however, we can 
only’ show their distribution ‘among 
families of various types. The follow-. 
ing figures should be compared with 
the table showing the number of per- 


. sons per family for each type. 


Glancing at these figures and com- 
paring them with those on the number 
of persons per family, we may observe 
that lodgers live in all types of families, 
although in some types more than in 
others. The husband-wife families, for 
instance, take in lodgers in 15 per cent 
of the cases, while more than twice as 
many (87 per cent) of the woman-alone 
type keep lodgers. . As compared with 
the man alone, the former families con- 
tain extra persons 10 per cent more fre- 
quently. This is a small difference in 
view of the general belief that women 
can keep lodging rooms more easily 
than can men, who have little or no 
domestic experience. 

The largest households are found 
in the husband-wife-children-relatives 
families. Over 80 per cent of these 
families live in households containing 
five or more members. About half of 
the husband-wife-children families, and 


TABLE [X—~Persons per Hovsmaoip 
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only one fifth of the. husband-wife- 
relatives families are as large. In 


general, the households vary in size as' 
much as do the families, and no group ` 


` predominates except perhaps the two- 
person husband-wife household and 
the one-person man and woman alone 


CONCLUSION | 


The chief conclusion to which atten- ` 


tion should be drawn is that statistical 
results will differ quite considerably 
according to the definition of “family ” 
adopted. It is therefore desirable that 
writers on these subjects should state 
precisely what definition they are 
using. 

A second conclusion is that the av- 
erage number of persons in the modern 
American family, from the fourth, or 

- New Haven definition (i.e., all individ- 
uals related to the head of the house- 
hold and living under a common roof) 
is about four, but that the wide varia- 


tion makes any such simple statement 
almost without meaning. In this con- 
nection, attention may again be drawn 
to the remarkable similarity of the 
results of the Chicago, Rochester, and 
New Haven inquiries. 

It is difficult to summarize the re- 
sults of the New Haven inquiry con- 
cerning the composition of families 
more concisely than has been done 
above. Perhaps the most outstanding 
fact is that the most prevalent type of 
family, comprising about two fifths of 
all the families in ‘the city, is that in 
which there is a husband, a wife, and 
one or more children, but no other 
relatives. 

Finally, the hope may be expressed 
that the results of the 1930 United 
States Census, in which families are 
defined and classified on the lines fol- 
lowed in the New Haven analysis, will 
provide fruitful material for future 
social studies. 


Dr. Mildred Parten is Research Assistant at the Yale 
Institute of Human Relations, and a Fellow of the So- 


cial Science Research Council. 
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for Women. 


Courtship Practices ei Contemporary Social Change 
in America 


By N ILES CARPENTER 


OUR functions are fulfilled by 
courtship in contemporary Western 
society. 

First, it is an adjunct to the ‘process 
of sexual selection. The prospective 
partners, through the medium of their 
tentative approaches, one to the other, 
are enabled to appraise each other as to 
attractiveness, health, social position, 
economic status, and the like, and on 
the basis of such an appraisal either to 
carry their association on to marriage 
or to withdraw from it. From this 
point of view, courtship is significant in 
respect to the matings that it forestalls 
as well as those that it promotes. 

Second, it is an apprenticeship in 
mutual accommodation. As intimacy 
develops, the prospective mates find 
- themselves under the necessity either 
of adjusting to each other, or else of 
severing their relationship. The closer 
and less restricted the comradeship of 
courtship, the greater opportunity does 
it afford the couple concerned to dis- 
cover themselves to each other and to 
find out the elements in each other’s 
personality that make for incompati- 
bility or congeniality, and to begin the 
process of mutual accommodation that 

will—if their union is to be success- 
ful—be continued throughout their 
marriage. 

Third, courtship is a stimulus to 
maturation. As it progresses, the 
young man and woman concerned be- 
gin to look towards and to plan concern- 
ing the obligations involved in mar- 
riage, and thereby prospectively to 
undergo the sobering and maturing 
influences that accompany such re- 
sponsibilities. Moreover, courtship— 


particularly when it reaches the stage 
of a tacit or avowed engagement to. 
marry—carries with it a definite status, 
which is recognized by the associates 
and relatives of the prospective mates 
no less than by themselves. This 
status, implying as it does a stage on 
the way to marriage, carries with it the 
assumption that the couple concerned 
is approaching full adulthood. To the 
extent that this recognition of ap- 
proaching ‘adulthood takes place in 
courtship, the sociological and psy- 
chological development of the prospec- 
tive mates is hastened. 

Maturation is also promoted by the 
education in mutual adjustment de- 
scribed above, and by the sexual com- 
ponent in courtship discussed below. 

Fourth, courtship is an essential link 
in the chain of allure and pursuit by 
means of which the prospective mates 
are ultimately carried on towards 
biological union. The degree to which 
the sexual component in courtship pro- 
ceeds varies with the individuals con- 
cerned and with the cultural milieu in 
which they are placed. 


Socran CHANGE 


As has just been suggested, the spe- 
cific pattern assumed by courtship 
practices varies from culture area to 
culture area, and from time to time. 
Particularly is it affected by that in- 
tricate complex of technological and 
socio-psychological innovations that 
go by the name of social change. Of 
outstanding significance to courtship 
practices in contemporary America are 
those phases of social change which 
may be denominated as: (1) urbaniza- 
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tion and “rurbanization”;! (2) the in- 
creased speed of transportation, par- 
ticularly through the motor vehicle; 
and (3) the changed status of women, 
particularly as regards relaxation of in- 
hibitory conventions, widened choice 
of occupation, and coeducational higher 
education. 


URBANIZATION AS AFFECTING 
COURTSHIP 


Recently the writer was transplanted 
suddenly from a city of 600,000 to a 
self-contained rural community whose 
largest town numbers less than 1,000, 
and whose nearest “city,” with a bare 
5,000 population is 60 miles away. 
The contrast between the two types of 
communities is startling. In many 
respects it is more striking than that 
observed in journeying from the United 
States to Europe. Such an experience 
as this serves to throw into high relief 
the nature and the extent of the change 
that is being wrought in American 
society by the growth of city life. Of 
the four major functions of courtship 
which have been enumerated, one 
seems to be most definitely colored by 
the urban trend—namely, sexual se- 
lection. vs 

In this connection, attention should 
be directed first to the sex structure of 
the average city. There is to be found 
there a relative preponderance of 
females. In Europe, their preponder- 
ance is absolute. In the United States 
—largely because of the presence of 
Jarge numbers of immigrant males— 
there is a slight excess of males over 
females, but it is very much smaller 
than is the case in the rural community. 
Such a situation naturally widens the 
range of choice of the prospective hus- 
band, but correspondingly limits that 


1 This ward has been coined by Galpin, to de- 
scribe the interpenetration of urban and rural 
life, particularly the penetration of the country- 
side by influences emanating from the city. 


of the prospective wife. Stated an- 
other way, it means that the young 


` man who contemplates marriage is able 


to make a more leisurely and discrimi- 
nating choice than the young woman-—— 
with the result that, in so far as a mar- 
riage is the consummation of a deliber- 
ate selective process, that selection 1s 
more likely to be made by the male than 
by the female. 

Both prospective mates, however, 
enjoy a wider range of choice in the city 
than they would if they lived in the 
country. Not only are there actually 
more people per square mile in the 
former than in the latter; there are 
also more young people, there being a 
relative dearth of very young and very 
old individuals in urban populations. 
More than this, city populations are 
infinitely more varied as to physical and 
racial type, occupational and social 
status, and personality development 
than are rural populations. 

One special phase of this urban- 
rural contrast in regard to sexual selec- 
tion requires particular mention. It 
has to do with the consanguineous 
mating. The relative immobility of 
rural populations, coupled with their 
high fertility, makes it much more 
likely that individuals who are blood 
relatives in some degree of consan- 
guinity will be thrown together and 
drift into marriage in the country than 
in the city. The eugenical connota- 
tions of this fact are obvious. 


OTHER URBAN CHARACTERISTICS 
—“RURBANIZATION ” 


Offsetting to some degree these 
differential factors between city and 
country in this matter of sexual selec- 
tion are, first, the relative isolation of 
city life, and second, the process of 
“rurbanization.” The feebleness of 
neighborhood life, the insignificant rôle 
of the primary group, the high degree 
of anonymity and mobility—such char- 
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acteristics of urbanism as these bring it 
about that young men and women are 
cut off from their fellows to a much 
greater extent within the city than out- 
side of it. In so far as this is so, the 
range of choice of prospective mates in 
the city is considerably reduced. 

The process of “rurbanization” 
serves in some measure to introduce 
into the countryside those influences 
making for relatively greater latitude 
in the scope of sexual selection which 
are chiefly associated with city life, and 
thus to narrow the differential between 
city and country in this respect. Of 
particular moment is the greater mobil- 
ity imparted to the countryside by the 
interpenetration of the urban and rural 
worlds. The urban visitor to the rural 
community adds to the number of po- 
tential mates from whom the rural 
dweller can make a marital selection. 
Likewise, the young men and women 
residing in the city come within the 
periphery of the rural dweller’s choices 
whenever the latter travel thither. 


MATURATION AND COURTSHIP IN THE 
CITY 


- The third function of courtship prac- 
tices, namely, maturation, is probably 
somewhat retarded by the contempo- 
rary trend towards city life. The mo- 
bility of the city, as well as its hostility 
to the maintenance of traditional cul- 
ture norms, lends an atmosphere of 
casualness and fluidity to sex contacts of 
all sorts—courtship included—which 
is quite different from the quasi-formal- 
ized status imparted to courtship in the 
rural community. To these influences 
must be added that of the anonymity 
of city life and the nebulousness of the 
neighborhood and of primary groups 
generally in the city. 

Thus it is that, whereas in the coun- 
. try the fact that a couple is “going 
around together” becomes promptly 
known throughout a wide circle of ac- 


quaintances and—excepting perhaps 
for the opposition of a rival—is given 
tacit recognition and ratification, noth- 
ing of the sort normally occurs in the 
city. A courtship may indeed proceed 
through its several stages up to the 
very eve of marriage without attracting 
more than passing attention on the part 
of the couple’s circle of acquaintances. 

More than this, each of the prospec- 
tive mates may drift into and out of two 
or three courtships before entering into 
the one which forms the prelude to 
their union. As a result, during the 
greater part of this final courtship, 
the attitude both of themselves and of | 
their intimates is likely to be much the 
same as that which was exhibited 
towards their earlier, abortive experi- 
ences. 

For such reasons as these, any given 
courtship is likely to hold less signifi- 
cance in the eyes both of the principals 
and their associates in the city than in 
the country. As a consequence, the 
young people concerned will probably 
experience less of a sense of having 
moved along the road towards the 
status and the responsibility of adult- 
hood, and to that extent will lose some 
measure of the maturing influences 
that would otherwise accompany their 
association. 


TRANSPORTATION—THE Moror 
VEHICLE 


Increased speed and range of 
transportation is associated with the 
development of mechanized instrumen- 
talities of movement and carriage. The 
most conspicuous instance at present is` 
the motor vehicle. Like other phases of. 
American culture, courtship has been 
affected by this group of material cul- 
tureinnovations. The most significant 
form of influence exercised upon court- 
ship practices by these developments is 
so obvious that it needs little elucida- 
tion. It is the promotion of the second 
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major function of courtship, namely, 
the mutual accommodation following 
upon relatively unconstrained inti- 
macy. 

American folkways have never made 
it very difficult for prospective mates 
to enter into close-knit and natural 
comradeships of a sort that greatly 
facilitates the mutual unfolding and 
adjustment of their personalities. This 
process of apprenticeship in the difficult 
art of getting on together is greatly 
aided by the developments in rapid 
transportation which the past. thirty 
years have witnessed. A means hasbeen 
provided by which a couple may escape 
not only direct chaperonage, but also 
the restraint and embarrassment of 
being accompanied by, or under the 
eyes of, relatives and friends. In the 
space of an hour or less, the prospec- 
tive mates are able to get away from 
their intimates and “be alone together.” 
Inevitably, the facilitation of intimate 
companionship arising in this way car- 
ries with it opportunity for the mutual 
unfolding and accommodation of per- 
sonality. 

The writer has the impression— 
unverified by more than casual ob- 
servation—that the long drawn-out 
honeymoon is rapidly dropping out of 
American marriage habits. If this is so, 
it may possibly be in part a consequence 
of the fact that a considerable part of the 
function of initiation into companion- 
ship that has traditionally been asso- 
ciated with the honeymoon is now being 

, preémpted by the courtship period. 


Intimacy versus Privacy 


. Whether the increased intimacy that 
results from the rapidity of transpor- 
tation and the ease of avoidance of 
relatives and friends consequent upon 
it, also conduces to a greater emphasis 
on the sexual component in the court- 
ship relation, is problematical. It 
probably does so to the extent that it 


permits escape from the prospective 
mates’ own social milieu into the envel- 
oping cloak of anonymity, and also to 
the extent that it promotes recourse to 
isolated and remote sections of the open 
country. 

On the other hand, the distinction 
between privacy and intimacy must be 
noted in this connection. A couple may 
gain complete intimacy, in the sense of 
being free from interruption or from 
the observation of relatives and ac- 
quaintances, by taking a motor ride, 
by boarding an excursion steamer, or by 
going “down town” to a theater or a 
dance-hall; and yet may secure no 
privacy whatsoever. 

Moreover, the isolation and remote- 
ness of the countryside have been 
greatly lessened by the very: means 
which has made access to it easy — 
to wit, the motor vehicle. Such is the 
case particularly where the twin pro- 
cesses of urbanization and “‘rurbaniza- 
tion” have proceeded very far. For 
illustration, note the rapid increase in 
blackmailing, robbery, and even mur- ` 
der of the occupants of motor vehicles 
parked in the open country. 

Earlier in this discussion, mention 
was, made of the bearing upon court- 
ship of the anonymity of city life. 
Attention was directed to the fact that, 
by being able to avoid the oversight 
of relatives and friends and neighbors, 
the prospective mates were likely to 
lose somewhat the sense of having 
achieved a definite social status, and, - 
accordingly, the sobering and maturing 
experience involved in such a status. 
At this point it may be observed that 
the anonymity implied in the ability to 
escape, by means of rapid transporta- 
tion, from their relatives and other 
intimates probably tends towards a 
similar result. 

A third consequence of the develop- 
ment of rapid transportation has been 
implied in the preceding section. The 
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process of sexual selection is greatly 
aided, in that the young man, or 
woman—ib common with the entire 
population—travels more frequently 
and more widely than has been the 
* case in any other era; is given an op- 
portunity for meeting a greater number 
of prospective mates; and, by the same 
token, is given a larger number of 
alternative choices from which to pick 
his, or her, mate. 


Tan CHancep Status or WOMEN 


As stated above, there are three 
phases of the alteration in the position 
of women that are of moment to this 
discussion. They are: the relaxation 
of conventional inhibitions on freedom 
of action; widened choice of occupa- 
tion; and coeducational higher educa- 
tion.: 

All three of these forms of P 
change operate to promote both the 
widening of the range of sexual selec- 
tion, and apprenticeship in mutual 

accommodation, through intimacy. 


SEXUAL SELECTION 


Sexual selection is facilitated by the 
lightening of the burden of restraint 
upon the conduct of women in that men 
and women are able to meet more fre- 
quently, under a greater variety of cir- 
cumstances, and on a nearer approach 
to a -plane of equality than formerly. 
The average young man or woman in 
search of a mate is, in other words, likely 
not only to encounter a greater number 
of individuals of the opposite sex, but— 
what is more significant—-to see them 
under conditions that permit a much 
more accurate appraisal of personality 
than was possible under the artificial 
and limited contacts of an earlier 
period. 

To take one example among many—~ 
the freedom with which young men and 
women participate together in such 
sports as tennis, golf, skating, and 


the like enables each to secure a far 
better idea of the other’s physical 
codrdination and stamina, energy, 
persistence, sportsmanship, reaction to 
success or adversity, and so on than.- 
would have been possible in a genera- 
tion when any activity on the part of 
a woman more strenuous than croquet 
or a sedate canter on the back of a 
gentle horse was considered to be 
“unmaidenly.” 

The widening of the occupational 
choices open to women increases the 
range of sexual selection in much the 
same way as does the relaxation of 
the restrictions upon their conduct. 
The opportunities for young men and 
women to meet each other are multi- 
plied, and they are enabled to observe 
and appraise each other under circum- 
stances calculated greatly to deepen 
their knowledge of each other. One.has 
only to contrast. for a.moment the rela- 
tionship between the young man and 
woman who see each other only in the 
evenings, over the week-end, and on oc- 
casional holidays, and that of those who 
work together in the same division of an 
office or department store, eight hours 
a day, six days a week, through the 
welter of all the ups and downs, the 
trials and temptations of the daily 
round of the job, to realize that sexual 
selection under the second set of condi- 
tions is ‘likely to proceed from a far 
more substantial and realistic basis of 
choice than under the first. 

The same is the case with the higher 
education of women, particularly 
through coeducation (or through the 
approximation to coeducation resulting i 
from the close proximity of “sepa-. 
rate” colleges). Here again, encount- 
ers between young men and women are 
multiplied, and the prospective mates 
are able to secure a fully rounded 
knowledge of each other. 


2E.g., Smith and Amherst; Radcliffe and 
Harvard; William, Smith and Hobart. : 
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The college campus might indeed be 
considered as an almost ideal setting 
for the operåtion of the function of 
sexual selection. Its formal courses in 
hygiene, its health services, and its 
program of intercollegiate and intra- 
mural sport place a strong empha- 
sis upon physical fitness. Its seemingly 
endless round of social functions gives 
ample scope for the display of social 
abilities—or the lack of them. The 
classroom and the laboratory provide a 
means for the appraisal not only of 
intellectual caliber but also of the vir- 
tues and the shortcomings in tempera- 
ment and character which serve to 
facilitate positive achievement or to 
block it. 

. Finally, the whole gamut of campus 
life, with its intricate and shifting 
social groupings, its fraternity and “ po- 
litical” intrigues, its keen and unremit- 
ting competitiveness—above all, its in- 
tensity and unrestraint—brings into 
play every side of the young man’s or 
woman’s personality, and thereby per- 
mits each to obtain a fully rounded and 
penetrating understanding of the other. 


APPRENTICESHIP IN MUTUAL Accom- 
MODATION THROUGH INTIMACY 


The manner in which intimacy and 
mutual accommodation are promoted 
by the three aspects of the changed 
status of women discussed above, is 
self-evident. The loosening of conven- 
tional restraints upon the behavior of 
women is an agency superlatively well 
suited to the bringing about of such a 
result. The growing camaraderie of 
young men and women looms large in 
- the present-day panorama of social 
change. 

Similarly, the entrance of women 
into occupations hitherto closed to 
them has made possible the develop- 
ment of a new sort of friendship þe- 
tween prospective mates, to wit, the 
fellowship of thejob. Asa consequence, 


this present period is witnessing an 
increasing number of courtships where 
the function of training in mutual ac- 
commodation is reénforced by the 
salutary experience of working to- 
gether. 

The intensity of the intimacies 
developed in college life is proverbial. 
Not only are young men and young 
women thrown together at an age of 
high emotional sensitivity, not only are 
they provided with a far larger share of 
leisure than is vouchsafed to their 
fellows in field, factory, and office, 
but they are also impelled to seek 
each other’s companionship because of 
the artificial make-up of the communi- 
ties in which they are placed. 


Tur Campus COMMUNITY 


The significance to the relations of 
young men and women of this unbal- 
anced make-up of the average college 
community is very great. The young 
men and women in it are, to begin with, 
removed by scores and hundreds of 
miles from their own homes, and thus 
from the full force of their emotional 
attachments to parents and to brothers 
and sisters. They are, in the second 
place, set in the midst of a community 
that consists of an overwhelming pro- 
portion of post-adolescents, and—by 
the same token—a relatively insignifi- 
cant proportion of infants and children 
on the one hand, and of adults and 
elderly people on the other. They are 
thus led, by default, to seek virtually 
all of their comradeship at their own 
age level, and that age level is the one 
most closely associated with courtship. 
This observation applies with lessened 
weight to the nonresidential urban 
university. Nevertheless, the forces 
described above may be found in an 
attenuated form there, since the stu- 
dents of such an institution constitute a 
quasi-independent community through 
their classroom contacts, social gather- 
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ings, extracurricular : activities, and the 
like. 


Whether there is a higher sexual’ 


potential in the courtship relations of 
college communities than in other 
groups is uncertain. If there is, it is 
likely that the lack of emotional insula- 
tion described above is of significant 
importance. Attention also should be 
_ directed to the fact that thé absence of 
the- average college student from his 
family and: from his own community 


greatly weakens the effectiveness of 
the primary-group enforcement of 


-customary standards, in this as well as 


other aspects of human relations. 
Witness the penchant: of college stu- . 


‘dents for mob violence and mesiruction 


of property. 

That the loosening of eaten re- 
straints upon women, discussed above, 
operates towards a franker exploitation 
of the overtly physical element in 
courtship, seems obvious. 


‘Dr. Niles Carpenter is chawman of the Department 
of Sociology and Anthropology and director of the 
Curriculum in Social Work at the University of Buffalo. 
He is chairman of the Committee on Income and the 
Home of the President's Conference on Home Building, 
and Home Ownership, 1931, and is the author of 
“Sociology of City Life,’ “Immigrants and Their 

` Children,” and “Guild Socialism, An Historical and 


Critical ii ae 


Intra-Family Relationships and Resulting Trends 
By Louis A. 


HE family as the unit of social 
‘ organization can be likened in 
many respects to a single living cell in 
an organism. To both might be as- 
cribed an inner activity, dependent on 
other forces and contacts for pro- 
tection and nourishment. The physi- 
ological function of osmosis can be 
compared to the play of the environ- 
ment on the family as a whole. Just 
as there are differences in the cellular 
structure dependent on function, so 
there are differences in the family or- 
ganization dependent on social status, 
racial group, or tradition. Cells may 
differ according to whether or not they 
are concerned with secretory activities 
or whether or not they are combined 
to form supportive structures. 

In spite of apparent differences in 
structure, biological functions in gen- 
eral are similar and comparable. 
There probably are differences in the 
intracellular activities of the different 
types of cells depending on function, 
but knowledge in this respect is not so 
complete as the information regarding 
the final products of cellular activity. 
Minute or detailed knowledge of intra- 
cellular function is incomplete. The 
means by which biochemical changes 
take place within the cell ‘is not so clear 
as the end results of the activity itself. 
The relationship of the nucleus to the 
cell and cytoplasmic structures is not 

` clear as compared to the activity of 
the cell as a unit. - 


EMOTICNAL Reactions IN THE FAMILY 


The analogy òf the living cell to the 
family as a unit in social organization 
can be carried only thus far, since intra- 

‘family relationships can be determined. 
Just as there are fundamental bio- 
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chemical activities which are common 
to all living cells, so there are general 
principles analogous to each family, 
regardless of social status or back- 
ground. It is within. the family itself 
that the driving forces and the inter- 
play of emotional reactions shape the 
attitude of each member one to another. 
It is upon these factors that emphasis 
will be stressed. The members of the 
family unit show a deeply seated emo- 
tional relationship one to another, 
arising from what has gone on before 
in the life experience of each member. 
These experiences color the relation- 
ship of the parents to their children. 
Frequently the mirrored reflection of a 
child is distorted or brought into 
greater clarity, depending on the de- 
gree to which the parents have been 
able to cope with their own problems. 
In these mirrored relationships’ the 
emotional ties with the parents can be 
broken or strengthened. There is a 
balance in these emotional values akin 
to the law of conservation of energy in 
the physical world. Over-evaluation 
or undue emphasis of certain emo- 
tional satisfactions of the parents may 
influence the delicate balance and result 
in the setting up of other compensatory 
satisfactions on the part of the child. 

Differences then must be noted in 
the “intracellular properties” of the 
family as well as in regard to the family 
in toto as a unit. These subtle ties 
between members of the family are 
significant in producing certain trends 
or patterns of behavior. Attitudes 
toward life or the following of a certain 
career not infrequently results from 
this subtle relationship between the 
members of the family. For example, 
a father who has been frustrated from 
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~ @ career by a deprived childhood may 
force his ambitions upon an unwilling 
and incapable son. 


There are many types of manifesta- 


‘tion of this relationship between mem- 
bers of the family resulting in certain 
definite trends within the family con- 
stellation. These may be classified 
into three major groups: first, those 
dealing with the direct effect upon the 
children by the parents, grouped ac- 
cording to what the parents receive 
from the lives of the children; second, 
the emotional satisfactions the children 
receive from the lives of the parents; 
and third, the relationship between the 
children themselves. The establish- 
ment of resulting trends is noted in 
each case. 


+ - 


Waat Parents RECEIVE FROM 
CHILDREN 


The parents in the first place can 
utilize their home life and their chil- 
dren as a relief mechanism for the dis- 
charge of personal maladjustment in 
their outside lives. The father who is 
forced into insignificance and obscurity 
by the mechanization of his job, may 
assert his power and authority in the 
‘home. The father’s need to domineer 
may have sprung out of the relation- 
ship with his own father. Each mem- 
ber carries over into the present those 
conditioning forces of the past. The 
parent, then, may express this need to 
domineer by exerting this force upon 

the helpless child. If the child does 
not receive satisfying attentions from 
his ‘parents, he may nourish a sullen 
resentment to the world about. Mal- 
adjustment grows well from the seeds 
planted in soil fertilized by earlier in- 
compatibilities. The unsatisfied striv- 
ings and the thwarted instinctive 
urges of disappointed parents throw 
. the child from the beginning into a 
maelstrom of insecurity. “The good 
home” can be postulated from the re- 


sils of the breakdown of families as 
seen in domestic relations courts, 
juvenile courts, and similar agencies. 
The correlation -between “broken 
homes” due to death, desertion, di- 
vorce, or other causes, and the unad- 
justed child seems clear. 

The parents may receive excessive 
emotional satisfaction from their chil- 
dren as the result of marital discord. 
This is especially true when the mother 
isolates herself socially, so that the 
child gets more time in her presence. 
The child may then be overloaded with 
affection. The perpetually adolescent 


‘mother who keeps her children young 


for herself so that she can relive her 
own childhood, the mother who places 
her children under a burden of grati- 
tude by her overindulgence, and the 
mother who sees the father’s objec- 
tionable characteristics in her son and, 
so to speak, “takes out” her unex- 
pressed resentment and hatred of the 
father on the unsuspecting boy, are a 
few commonly noted factors which 
operate even in the alleged “normal 
home.” There is observed the father 
who resents assuming responsibility in 
his marital relationship, because of his 
failure to have developed emotionally, 
due to a perpetual dependency upon 
his parents. 

There are many types of illustrations 
commonly noted as being dynamic in 
producing maladjustment in the home. 
On the surface, the trouble-making 
interaction may seem to be superficial; 
however, when traced to its source, it 
is usually found to be very significant. 
The child may resemble a grandparent, 
so that the parent can recapitulate an 
earlier deep tie in his own life through 
the being of the child. The parent re- 
gains some of his own childhood by 
identifying himself with the activities 
and the interests of his offspring. This 
can and does prove to be very satis- 
fying. It can be utilized by the parent 
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as a safe haven when the outside de- 
mands of life become too great. The 
parent, however, may relive his own 
life with that of the child, depriving 
the child of independent thought. 
The parent may receive social approval 
for the great sacrifices he is making for 
his child. Yet the motivation may 
be a selfish one in binding the child 
closer to him under a burden of 
gratitude. This furthermore prevents 
emancipation of the child from the 
parent. 

One sees, therefore, many satisfac- 
tions that the parent receives from his 
child in situations in which the moti- 
vations are not entirely clear.. This 
relationship may be satisfying and 
constructive, depending on the degree 
to which the parent has been freed from 
any crippling influences in the develop- 
ment of his own personality. 


WHAT THE CHILD RECEIVES FROM 
PARENTS 


Perpetual discord has its greatest de- 
structive results on the child. He can 
draw upon these impressions received, 
in later emergencies. These patterns 
to which he has been conditioned 
may fit or unfit him for a stable, ma- 
ture family life later. The child may 
either become submissive and exces- 
sively yielding, or he may throw over 
all authority, whether it be school, 
church, or society, as a result of the 
domineering father. From the father 
the boy shapes his ideals and attitudes 
towards conventions and “rules of the 
game.” The child naturally turns to 
those adults with whom he is most in 
contact—his parents. In the pre- 
puberty period the boy looks about 
him for an ideal adult to emulate. The 
father is then in a vulnerable position 
to aid in the inculcation of ideals and 
in instilling a “sense of moral responsi- 
bility” in his offspring. The degree 
to which the parent leads a well-inte- 


grated life determines the extent of his 
ability to bring about the development 
of his child. 

From the parent the child receives 
security and protection. By this is 
meant not only the necessary security 
in terms of material advantages such 
as food, clothing, and shelter, but also 
the security attendant upon the pres- 
ence of a harmonious relationship be- 
tween the parents in the home. The 
child gets from such parents a deep and 
fundamental safeguard against the 
threats of an external ominous world 
later in life. The family constellation 
is seen as a mosaic of subtle interrela- 
tionships in which the unwholesome 
friction of parents disorganizes the 
child’s developing personality. 

From the parent the child receives 
the opportunity to develop and utilize 
his inherent abilities. The child is 
protected from organie disease which 
not only may cripple him, but may 
result secondarily in attitudes toward 
bodily defect which are far more de- 
structive in their end results. The 
child receives from his parents, then, 
not overindulgence accentuating the 
difficulty, but compensatory activities 
which yield substitutive satisfactions 
leading to development. A parent in 
this case would find the child’s innate 
abilities and utilize them. 

The child receives recognition and 
approval from his parents. This ap- 
proval which he receives is one of the 
great socializing forces that operate 
upon him. A child may develop at- 
tention-getting behavior if he does not 
receive this recognition in the home. 
Other social behavior may be in the 
form of vicarious expressions to gain 
attention. 

The child, then, learns a greater 
adaptation to the complex demands of 
life and the formation of better social 
habits from the contacts with his 
parents. , 
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Errects or SIBLING RELATIONSHIPS 


The childrens’ interaction in the 
home is largely determined by what 
feeling values are carried over from the 
parents. Not infrequently the family 
is divided into two camps, with the 
children lining up with either one par- 
ént or the other. The extent to which 
this takes place will vary from a 
friendly, wholesome rivalry to one of 
frank bitterness. This is especially true 
where the parent shows a tendency 
to marked favoritism. Sibling rivalry 
and unfavorable comparison often re- 
sult in compensatory drives toward 
personal satisfaction which may be 
socially acceptable or not, as the case 
may be. 

The children in the home stimulate 
each other by creative.interests. Self- 
interest is great in early childhood, so 
that conflicts with others are of value 
in that they build up a conception of 
others. The children learn to limit 
their demands in the presence of other 
children. With competition there is a 
tendency to begin the narrowing of 
‘individual interests and the establish- 
ment 6f'définite goals. These contacts 
widen the child’s horizon. A discus- 
sion of a child’s disability in his broth- 
er’s presence may incite the former to 


rebellion or force him into another 
activity which is socially acceptable 
and which will give him individual rec- 
ognition. 

The contacts of children in play re- 
semble a miniature adult world. In 
this way, property rights and money. 
values can be learned. The'play life 
offers the greatest possibilities for 
socializing the child. A desire to ex- 
press power is an inherent character- 
istic in children. Very frequently this 
is done at the expense of a younger 
child. Where there are differences in 
the attitudes of the parents toward 
children, any offer to make the child 
conform or obey may be accepted dif- 
ferently by each child. Instead of 
accepting this supervision and guid- 
ance, the jealous child may become 
more impulsive and expose himself to 
dangers as retaliative measures. 


To continue with the analogy be- 
tween the living cell and the family as 
a unit, the nucleus in the cell may be 
represented as the parents who are 
mature and well adjusted in assuming 
their responsibilities, Such a nucleus 
is well regulative of cellular functions. 
With cellular division, then, it is un- 
likely that hybrids will be produced. 


Louis A. Schwartz, M.D., is director of the Clinic for 
Juvenile Research of Detroit under Children’s Fund of 
Michigan; Research Assistant of the Institute of Human 
Relations of Yale University; and Lecturer in Mental 
Hygiene and Child Guidance, University of Michigan. 


Birth Control in Historical and Clinical Perspective 


By Norman E. Himes 


NHE purpose of this paper is to 
sketch briefly the history of birth 
control, to suggest the nature of some 
, of the clinical findings, and to evaluate 
its present status. Divergence of per- 
sonal opinion notwithstanding, all 
thoughtful people are agreed that the 
rise of contraception as a major social 
phenomenon is intimately associated 
with family welfare. Volumes could 
be written on any one of the topics 
-herein discussed. 
My aim, however, is not to enter 
upon numerous theoretical interpre- 
tations, not to explore the interaction 
of the two institutions, the family and 
birth control (for the interplay of 
forces is too complex, too revolution- 
ary, too profound to be ventured upon 
in a short paper) but rather to present 
factual and evaluating data in the hope 
that they may assist the reader in his 
own interpretations. The problems 
that conception control raises are 
countless. All are fundamental, some 
pressing; and their solution is calcu- 
lated to challenge the best efforts of 
-constructive statesmanship and of 
objective social science. A considera- 
tion of such theoretical questions, I 
have deliberalely set ‘aside. Many 
statements must remain -undocu- 
mented; but they are the result of 
some years’ specialized study of the 
subject. 


I. Tue Hisrory or Brera Contron 


Man’s knowledge of conception con- 
trol reaches so far back into the past 
- that it is impossible to discern with 

clarity and exactness its real genesis. 
.Some writers go so far as to say that 
Stone Age man was not ignorant of 
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it; others deny this. At all events it 
is now accepted that human popula- 
tions have always somehow controlled 
their numbers. Until recently, how- 
ever, death-producing checks have 
been more operative than birth-pre- 
venting checks. Though contracep- 
tion has been practiced by primitive 
peoples, it has played, comparatively 
speaking, a minor rôle. Abortion and 
infanticide are more frequently found; 
but a number of widely. distributed 
tribes possessed birth-control knowl- 
edge more or less effective. Even when 
purely magical recipes are found, they 
give abundant witness to the general 
prevalence of an early and widespread 
desire to regulate conception. In some 
instances rational methods were known 
and practiced;! and not a few were 
predicated upon an extraordinary 
knowledge of anatomy. ` 

The earliest known prescription still 
extant in writing occurs in the Petrie 
or Kahun papyrus (c. 1850 B.c.). This 
partly rational and probably effective 
recipe has recently been traced by the 
writer in European medical literature 
as late as the ninth and eleventh 
centuries A.D. Likewise the Ebers 
papyrus (1550 3.c.) contained a recipe, 


1A comprehensive historical survey of the 
technique of contraception from the earliest 
times to date, including the practices of primi- 
tive peoples, the ancient Egyptians, Chinese, 
Indians, Hebrews, Greeks, and Romans, and 
the Europeans of the Middle Ages and later 
times, will be published in The Medical Control 
of Fertility by Robert L. Dickinson and Louise 
Stevens Bryant, in collaboration with Samuel R. 
Meaker, Cecil Voge (Edinburgh), Frederick J. 
Taussig, and Norman E. Himes. This volume 
is one of a series of monographs of the National 
Committee on Maternal Health, Inc. “Probable 
date, 1932, 
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` reasonably ‘effective, and based upon 
_ rather modern principles. The pre- 
scriptions to be found in the Berlin 
papyrus (e, 1300 8.c.) were less rational; 
but they undoubtedly influenced the 
pseudo-Hippocratic writers. 

Recent research on contraception as 
considered by the Greek and Roman 
medical writers shows clearly that the 
best minds in the field of medicine of 
the period, considered the control of 
conception as a legitimate phase of the 
healing art. It was as much accepted 
as any other medical technique, and 
more advanced than many other 
branches. The revival of interest in 
contraception among physicians in re- 
cent decades is, therefore, nothing 
strange or radical. It is in fact a most 
conservative step—a return to classic- 
ism in medicine. ; 

Among those who wrote in the early 
` period on contraceptive technique were 
Aristotle, the pseudo-Hippocratic writ- 
ers, Soranus of Ephesus (second half of 
the first century a.p.), Aetius of Amida 
(sixth century a.p.), Dioscorides of 
Anazarbus in Cilicia (flourished 60 
A.D.), Oribasius (825?-4007?), and Pliny. 
The discussion of contraceptive tech- 
nique by Soranus deserves special 
mention. It is beyond doubt the most 

complete and rational account of meth- 


ods of controlling conception to be. 


found in medical literature well down 
into the middle of the nineteenth cen- 
tury. The text of this section of Sor- 
anus’ Gynecology has just recently been 

published in English for the first time? 
* The medical works of ancient China 
have yielded more than competent 
Sinologists expected. But here again, 
recipes are mainly irrational and in- 
effective. The earliest now known 
appears in a work of the Sung dynasty 
(960-1260 a.p.). It is clear, however, 
from medical works still extant, that the 


2 See “Soranus on Birth Control,” New Eng- 
land Journal of Medicine, CCV, 490-491. 1931. 


Chinese practiced abortion in the pre- 
Christian era. 

The Arabian school of medicine, 
which was founded largely on the 
knowledge of the Greeks, also took 
up contraception. Representative: of 
some forty similar works is the Treatise 
on Simples by Ibn el Baithar (died c. 
1248), the great Arabian botanist and 
physician. The work is, however, a 
disappointment from the standpoint 
of the rationality of the recipes, of 
which there are a score. 


MIDDLE AGES AND EARLY MODERN TIMES 


This is not the place to trace medical 
knowledge through the Middle Ages, 
except to point out one significant 
social fact—that the intensification of 
religious outlook seems to have caused , 
retrogression in the rationality of the 
contraceptive recipes of that period. 
Many of the superstitions connected 
with conception control are to be traced 
not to Egyptian papyri, not to the med- 
ical works of outstanding Greek and 
Roman writers, not even to the medical 
works of ancient China, but to the 
journalese and dilettante Natural His- 
tory of Pliny, and, more especially, to 
certain writers of the Middle Ages of 
whom Albertus Magnus is typical. 

Contraception in India during the 
Middle Ages, like that in Europe in the 
same period, was largely magical, The 
Indians resorted mainly to ineffective 
potions.(no drug has ever been dis- 
covered that, taken by the mouth, will 
prevent conception), and one recipe, 
while effective, was physiologically 
harmful. 

The history of conception control in ° 
Europe in the period 1400-1800 is to 
be found largely in treatises, almost 
exclusively European, on folk medi- 
cine. While some rational recipes are ` 
to be found, one is impressed with the 
persistence of superstition and primi- 
tive magic. The whole history of birth 
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control is, on the side of technique, a 
constant struggle on the part of rational 
methods to achieve or maintain hege- 
mony. 


FRANCIS PLACE SOCIALIZED BIRTH 
CONTROL 


Birth control does not begin as a 
social movement, as a democratized 
social institution, until the English 
educational campaign of Francis Place 
in 1823. Place was the first to attempt 
to get knowledge of conception control 
to the working masses.’ Regardless 
of the number of predecessors who 
discussed technique, Place is neverthe- 
less to be considered the founder `of 
the modern birth-control movement. 
Moreover, Place was the first to give 

- birth control a body of social theory, 
however inadequate that theory may 
be considered from our standpoint. 
Medical “indications” (i.e., reasons) 
for conception control had been hinted 
at in the Talmud; but they were two- 
thirds irrational. Place, on the other 
hand, as a layman, recorded, if he did 
not work out, indications which only 
lately have come to be accepted by the 
medical profession. These were signal 
achievements. 

Another service no less valuable 
was the training of such disciples as 
Richard Carlile and the Newgate Neo- 
Malthusians.‘ 

Place influenced the founders of the 
American birth-control movement, 
which dates from 1828. In 1830 Rob- 
ert Dale Owen (1801-1877) published 

3 See Norman E. Himes, “The Birth Control 
Handbills of 1823,” Lancet, Aug. 6, 1927. See 
also introduction to my edition of Francis Place’s 
Illustrations and Proofs of the Principle of Popu- 
lation, Boston: Houghton Mifflin, 1930; James A. 
Field (Edited by Helen Fisher Hohman), Essays 
on Population, Chicago: University of Chicago 
Press, 1931. For a good short discussion see the 
article “Birth Control” by F. H. Hankins in the 
Encyclopedia of the Social Sciences. 

4A paper will shortly be published on these 
English pioneers of the eighteen-twenties. 


his Moral Physiology, of which some 
seventy thousand copies were sold here 
and in England before Owen’s death in 
1877. Charles Knowlton’s (1800- 
1850) Fruits of Philosophy (New York, 
1832; second ed. Boston, 1833), which 
had no little influence here, was the 
first American treatise on conception 
control written by a physician. Owen 
was, of course, a layman. The Oneida 
Community, under J. H. Noyes, did 
some interesting independent experi- 
menting. 

Two other early figures in America 
who were valiant supporters of an un- 
popular doctrine were Edward Bliss 
Foote, M.D. (1829-1906) and his son 
Edward Bond Foote, M.D. (1854- 
1910). 'The former was fined $3,500 
in 1876 for sending his Words in Pearl 
through the mails. Other pioneers 
were De Robigne M. Bennett, Robert 
Ingersoll, Moses Harmon, and Ezra 
Heywood.’ From the middle of the 
century down to 1900, the birth-control 
movement was partly in the hands of 
a “lunatic fringe” which it has since, 
for the most part, cast out. 


ENGLISH AGITATION 


To return to the early period in Eng- 
land: Place’s contraceptive handbills 
were widely distributed among the 
working people of London and certain 
Midland towns, between 1823 and 
1826; and birth control was upheld by 
Place, Carlile, and J. S. Mill® in num- 
erous radical weeklies of the period. 
But after the passage of the Poor Law 
in 1832 and the death of Malthus in 
1834, the more overt forms of agitation 


5 A number of these figures have been treated 
by Dr. F. M. Vreeland in a Michigan doctoral 
thesis on The Process of Reform with Especial 
Reference to Reform Groups in the Field of Popu- 
lation (1929). 

6 Mill’s lost letters on birth control are shortly 
to be published, edited by the present writer, 
under the title, John Stuart Mill and the Birth 
Control Controversy. 
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quieted down. The American tracts of 


Knowlton and Owen were issued in. 


England and-quietly circulated for forty 
years, until the, publication of the 
Fruits of Philosophy. was finally vindi- 
cated in 1878 in the Court of Queens 
Bench.’ This was the so-called Knowl- 
ton trial. There was, however, a minor 
setback in the successful prosecution of 
Edward Truelove for the publication of 
Owen’s Moral Physiology. 

In the meantime an unknown work- 
ing man writing under the pseudonym 
“‘Anti-Marcus” had published his un- 
original but interesting and chaste 
Notes on the Population Question (1841). 
Its influence was small. In 1854 ap- 
peared Dr. George Drysdale’s (1827— 
1904) provocative Elements of Social 
Science, the influence of which can 
hardly -be over-estimated. Drysdale 
was the Judge Lindsey of his time. 
About, his Elements, renowned for its 
advanced views on sex education as 
well as birth control, raged a stormy 
controversy. This accounts in part 
for the thirty-five English editions and 
for its translation into ten European 
languages. But the chief reason for 
its popularity was no doubt the fact 
that it gave the public what it wanted. 


THE KNOWLTON TRIAL 


The Knowlton trial (1877-1879) 
and its associated notoriety caused 
the apparently stillborn Malthusian 
League of the early sixties to take on 
vitality. An organization was then 
founded which lasted until its work 
was considered accomplished (1878- 
- 1927). Dr. Charles R. Drysdale 
(1829-1907) was the president from its 
foundation to his death. Its organ, 
the Malthustan, started in February 
1879 to forward the conservative 
objects of the League, became the 
New Generation in 1922. Not until 
just before the War did the League 
. 7 Queen v. Charles Bradlaugh and Annie Besant. 


officially disseminate medical informa- 
tion, and then only under réstricted 
conditions. 

After the successful outcome of the 
Knowlton prosecution, Annie Besant 
issued her Law of Population, in 1879. 
More frank and medically elaborate 
than the Fruits of Philosophy, it was 
enormously popular, and sold widely ` 
at a low price until it was withdrawn 
in 1891, when. Mrs. Besant ‘became a 
Theosophist. In the eighties, Dr. 
H. A. Allbutt got into trouble with the ' 
Medical Council for the publication at ` 
a low price of his Wifes Handbook. - 
It is still issued, and nearly a million 
copies have been sold. 

The notoriety of the Knowlton trial 
led to an increased demand for con- 
traceptive literature, stimulated the 
production and sale of other similar 
tracts, and caused an improvement in 
contraceptive devices—so great had 
the demand for better methods now 
become. The weight of authority is 
now agreed that the decline in the birth 
rate after 1880 was largely, though not 
exclusively, the consequence of these 
circumstances. But since the decline 
was inevitable anyhow, these forces 
may have accelerated rather than 
caused the change. 

Between 1890 and 1918, events in 
the English movement were less spec- 
tacular. It was a period of continued, 
quiet penetration; of seepage down- 
ward of ideas and practices first - 
adopted by the upper classes. 

In other countries of Western Eu- 
rope the story of development during: 
the nineteenth century is not widely - 
different. In Southern. and Eastern 
Europe such practices and ideas have 
been adopted with less rapidity. But 
authorities agree that it is solely a 


8A few authorities are cited in one of my 
papers, “Charles Knowlton’s Revolutionary 
Influence on the English Birth Rate,” New Eng- 


land Journal of Medicine, Sept. 6, 1928. 
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question of time. before similar prac- 
tices will come to prevail there. 


LEAGUES AND CONFERENCES 


Following the English Malthusian 
League, other propaganda organiza- 
tions were founded: in Holland, 1885; 
Germany, 1889; France, 1895; Bo- 
‘hemia, 1901; Spain, 1904; Brazil, 1905; 
Belgium, 1906; Cuba, 1907; Switzer- 
“land, 1908; Sweden, 1911; Italy, 1913; 
and Mexico, 1918. In the United 

‘States the National Birth Control 
League, started in 1914 and reorgan- 

. ized in 1915, became, at the first 
American Birth Control Conference 
(1921). the American Birth Control 
League. International Neo-Malthu- 
sian Conferences were held at Paris in 
1900; Liege, 1905; The Hague, 1910; 
Dresden, 1911, London, 1922; and 
New York, 1925. 

The World Population Conference 

held at Geneva in 1927 °? was by intent 
. a scientific, not a birth-control con- 
gress. [There is, of course, m the 
minds of some, a necessary dichotomy 
here.] The conference was ably organ- 
ized in the first instance by Margaret 
Sanger. It gave birth to legitimate 
and pedigreed progeny—The Interna- 
_ tional Union for the Scientific Investi- 
_ gation of Population Problems. These 
events indirectly stimulated the organ- 
ization of the Population Association of 
America in May 1931. In recent years 
. four congresses of the World League for 
Sexual Reform have been held. These 
discussed, among other subjects, birth 
control. In the Summer of 1930 a 
conference was held at Zurich, the first 
to be devoted exclusively to clinical 
reports.!° 

? See Margaret Sanger (Ed.), Proceedings of 
the World Population Conference, London: 
Arnold, 1927. 

10See the report by Dr. Hannah Stone and 
Margaret Sanger, The Practice of Contraception: 


An International Symposium, Baltimore: Wil- 
liams and Wilkins, 1931. 


» RECENT PROGRESS IN THE ORIENT 


In the Orient, too, rapid progress is 
being made." There the situation is 
complicated by somewhat slowet rates 
of social change, a relative absence of 
industrialization, the low status of 


_ women, and ancestor worship; but more 


particularly by an unusually wide ap- 
plication of the communal concept of 
the family. Where the whole family, 
including even distant relatives, is re- 
sponsible for the maintenance of off- 
spring, and not alone those who give 
birth to them, the economic motives for 
family limitation are greatly weakened. 
There remain only health and personal 
motives; and these are not as yet much 
awakened. In other words, the Orient 
may have to go through an intellectual 
and industrial revolution before it can 
experience a vital revolution. 

The day is not far off, however, when 
Oriental countries will have a well- 
organized, strong, and socially effective 
birth-control movement. Beginnings 
have been made even in India. The 
Chinese and Japanese Governments 
have, as organized governments, given 
more intelligent consideration to the 
problem of introducing and guiding 
intelligently this new movement than 
any of the countries of Western civili- 
zation save Russia. - 


It. Tue Cres 


Developments in the birth-control 
movement have been rapid in Europe 
since the War. Advance has been 
most accelerated perhaps in England 
and Germany, especially in the devel- 
opment of clinical services. 


ENGLISH CLINICS 
It was in March 1921 that Marie C. 


u See the Birth Control Review, June 1931, p. 
177, and preceding issues. This journal is al- 
most the sole source on birth-control progress 
in the Orient. 
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Stopes opened. her Mothers’ Clinic in 
London. This was followed in the fall 
of the same year by the Walworth 
Women’s, Welfare Centre, the prime 
movers being Dr. and Mrs. C. V. 
Drysdale.. The English birth-control 
movement has been largely guided by 
members of the Drysdale family since 
1854.. As a result of a decade of prog- 
` ress, one will now find in many of the 
large English and Scottish towns, at 
least one clinic. 

The House of Lords moved as early 
as April 28, 1926, by a vote of 57 to 44, 
to recommend to the Ministry of 
Health that certain restrictions on con- 
traceptive instruction at state-aided 
ante-natal welfare centers be removed.” 
But it was not this action which finally 
prompted the Ministry of Health to 
qualify its position; it was the relentless 
pressure of public opinion, and’ finally 
the realization that the people could 
get the information through other chan- 
nels if the two thousand or more ante- 
natal welfare centers refused it. The 
people might as well have competent 
advice at a low cost as questionable 
advice at a high cost. 

The centers may now give contra- 


ceptive information for medical rea-- 


sons only. Economic indications are 
not yet officially recognized. Increas- 
ingly, County Councils are making pro- 
vision for contraceptive services. Each 
month adds new Councils to the list. 
At the present time the chief sources 
of contraceptive advice in Great Brit- 
ain are the following: the private 
practitioner; clinics financed by indi- 


1 Hansard, LXII, 992-1057, April 28, 1926. 

18 Memorandum 153 of the Ministry of Health 
(1931 but see earlier statements) reads in part 
as follows: “The Government consider that in 
cases where there are medical grounds for giving 
advice on contraceptive methods to married 
women in attendance at the [ante-natal] centres, 
it may be given, but that such advice should be 
limited to cases where further pregnancy would 
be detrimental to health.” 


viduals and by public subscriptions; 
hospitals and dispensary services; sta- . 
tions run by nurses or certified mid- 
Wives; popular medical literature; free 
pamphlet service of the now disbanded 
Malthusian League; commercial clin- 
ics; the “rubber shops”; caravan clin- 
ics visiting the rural districts. The 
facilities of dissemination are so con- 
siderable that no person of normal in- 
telligence and initiative need go without 
reliable, harmless contraceptive advice 
in Great Britain today unless he 
chooses to do so. This elaborate 
organization is a far cry from the pre- 
war situation. 


MARRIAGE ADVICE STATIONS 


In Germany, likewise, where prog- 
ress ‘has been rapid since the War, 
there has been a decided tendency to 
view family sex problems as an entity, 
and to incorporate a contraceptive 
service into the broader work of mar- 
riage advice stations (Hheberatungs- 
stellen). Progress has also been made 
in Austria, Holland, and Denmark. 
Little has been done in England. 
Available reports in English of the work 
of the existing stations are meager. 
There have been occasional dispatches 
to the Journal of the American Medical 
Association; and C. H. Robinson’s 
Seventy Birth Control Clinics,™ the best 
survey of the clinics in print, touches 
upon the work of these stations. 

Save for Dr. Paul Popenoe’s experi- 
ment in California and the efforts of a 
few scattered individuals, the United 
States has no system approaching that 
of the Germans. It is most unfortu- 
nate that large American foundations 
have been slow to assist this construc- 
tive, neglected field of service, and that 
American sociologists have overlooked 
the research possibilities in this field. 

4 Robinson, Caroline H., Seventy Birth Con- 


trol Clinics, Baltimore: William and Wilkins, 
1930. 
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AMERICAN CLINICS 


It is, significant that the United 
States now has more clinics than Great 
Britain. This is not to say that 
contraceptive advice is anything like 
as accessible to American as to British 
citizens; rather does it suggest the 
progress made since 1923, when the 
New York clinic seriously got under 
way. 

Today thousands of patients annu- 
ally pass through approximately eighty 
clinics. Some of these clinics are 
managed conservatively, accepting pa- 
tients only for grave medical reasons; 
others, more liberal, accept patients on 
economic and eugenicindications. The 
tendency is toward a more liberal 
interpretation of “preventive” medi- 
cine; but the recent pronouncement of 
the New York Academy of Medicine 
(served to the public in 1931, but kept 
on ice for ten years before serving) is 
conservative on economic indications. 
The Academy washes its hands of the 
economic and social indications. As 
if these could be isolated in any ra- 
_ tional program of preventive medi- 
cine! 

A list of American clinics for the use 
of social workers and others will be 
found in Robinson’s book and in two 
other sources, one a governmental pub- 
lication. The increase in clinics has 
been so rapid that any list is out of date 
before it can be published. Geograph- 
ically the clinics are distributed all 
over the country, though the South has 

1 For technical, legal reasons, the proper 
designation is the New York Birth Control 
Clinical Research Bureau. For brevity’s sake I 
refer to it as the New York clinic or Bureau. 

16 See pp. 24-25 of Hearings before a Subcom- 
mittee of the Committee on the Judiciary United 
States Senate Seventy-first Congress Third Session 
on S. 4582. Washington: Government Print- 
ing Office, 1931, Pp. 84. The above is a report 
of the hearings on the Gillett Bill. A list also 
appears in Margaret Sanger’s My Fight for Birth 
Control, New York: Farrar and Rinehart, 1931. 


been as backward as the Far West and 
the Middle West have been progressive. 
New York, Newark, Cleveland, Cincin- 
nati, Baltimore, Detroit, and Los An- 
geles have thriving clinics; and there 
are half a dozen in Chicago. 


FINDINGS OF CLINICS 


It is impossible in the space avail- 
able to summarize the social, economic, 
and medical findings of the clinics. A 
few sources may be mentioned,!” some 
general principles emphasized, and a 
few tables and graphs presented for 
what they may be worth in the absence 
of detailed interpretation. 

No one knows how many patients 
have been instructed at British and 
American. clinics since 1921 and 1923 
respectively. A reasonable estimate 
would be 50,000 in Great Britain and 
75,000 in the United States. If one 


‘includes the desk visits of patients not 


advised on methods, 20,000 persons 
received some service from the New 
York Bureau alone in 1930. The fol- 
lowing figures show the growth in 
number of visits in the past five years 


at New York. 


L020 chau el ddooe ciueew dis 2,846 
WOOT A 3,621 
M926 E N 6,873 
E TE 9,737 
E ceee cyan nat ak need 12,086 18 


So great have been the demands at 
the New York Bureau that a, staff of 


17 Robinson, op. cit. Himes, Norman E. and 
Vera C., “Birth Control for the British Working 
Classes: A Study of the First Thousand Cases 
to Visit an English Birth Control Clinic (North 
Kensington),” Hospital Social Service Magazine, 
XIX 578-617, (1929). Reference should also 
be made to the annual reports of the clinics. A 
clearing house is badly needed for the distribution 
of these reports, some of which are extremely 
valuable. At present it is necessary to write 
directly to the secretaries of the various British 
and American clinics. For the list see Robinson, 
op. cit., or the reference to Hearings, above. 

18 Letter of Margaret Sanger. 
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twenty-eight is required; and a branch 
had to be opened in February 1930 at 
Harlem, especially for Negro patients. 
In sixteen months (February 1930 to 
June 25, 1931) the Harlem Bureau had 
2,983 visits, and 1,384 patients were 
advised. 

Turning now to English records, 
Table I shows that the average number 
of pregnancies was four; of living 
children, three. 
been married 9.1 years, and are $1 
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POPULATION HUSBANDS 
921 NINE CLINICS 

Figure I.—Percentage Distribution by Social 
Classes of Clientele of Nine British Birth Control 
Clinics as compared with the Percentage Dis- 
tribution of Social Classes in the General Popula- 
tion.—From Robinson, Seventy Birth Control 
Clinics, p. 92. Data by present writer in “ Brit- 
ish Birth Control Clinics,” Eugenics Review, xx, 
157-165, Oct, 1928. Same chart in Eugenics, 
II, 414, Nov. 1930. 


years of age. The husbands were three 
years older—34.3 years. Ninety per 
cent of the clinic clientele came from 
the working classes, one third to one 
_ half being unskilled. The British pro- 


1? More specifically: 16 physicians, 5 nurses, 4 
` social dnd research workers, and 3 clerical 
workers. 


The patients have: 


fessional classes use the clinics hardly 
at all. This is somewhat less true in 
America, owing to legal restraints, 
greater ignorance of technique on the 
part of the medical profession, and the 
(until recently) virtual “monopoly” 
of this service by the clinics. 

Figure I suggests that the clinics are 
operating eugenically and tending to 
mitigate the undoubted evils of the 
differential birth rate. This is, how- 
ever, a large subject in itself, and many 
qualifications are necessary for a proper 
statement of the case. 

The wage income of the husbands of 
the patients of British clinics is about 
$12.50 a week. In the New York 
Bureau series summarized by Cooper, 
three quarters showed an average of 
$30.52, The figure is probably not far ` 
wrong for America in general. I am 
inclined to the opinion, however, that 
even allowing for higher wage levels in 
America, ‘and especially in New York, 
the American group represents a some- 
what superior economic level of clien- 
tele. Whether the difference Gf it 
really exists) in economic status be- 
tween the British and American clien- 
tele represents also a difference in gen- 
etic quality, no one knows; perhaps not. 


ACCOMPLISHMENT OF CLINICS 


The clinics have done notable work 
in the early discovery and prevention 
of disease. Conditions leading to can- 
cer of the uterus are typical. Clinical 
experience has demonstrated more 
amply several theoretical propositions 
long held by Neo-Malthusians, but 
which needed further substantiation to 
convince some. It is no longer possi- 
ble to argue that modern contraceptives 
cause sterility, that they are injurious, 
or that they commonly -fail. Clinical 
evidence refutes all these allegations. 

It can be proved deductively, but 
not by figures, that the clinics have 
done much to reduce the appalling 
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frequency of resort to abortion. Cer- 
tainly they are more effective in this 
respect than is repressive legislation. 
Figure IT is self-explanatory in showing 
the relation at the North Kensington 
(London) clinic between the frequency 
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North Kensington, London. Series 1,000 cases. 
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of pregnancies and that of abortions, 
using the latter term in the most ap- 
proved medical sense to include mis- 
carriages.” 


CHILD MORTALITY IN RELATION 
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ENGLAND &WALES 1911 





NUMBER OF DEATHS PER 1000 CHILDREN BORN 


p CPT 


NUMBER BORN 


Thompson 


Fievre TIY, 


21 Hospital Social Service, x1x, 595. 

22 Cf. [Baltimore] Bureau for Contraceptive 
Advice, Third Annual Report, p. 8. See also 
the report of the Cleveland Maternal Health 
Association; and Norman BE. Himes, “The 
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Pregnancies Survivals Losses 


Fieurr IV.—Pregnancies, Survivals, and Losses 
Reported by 1,000 Women Seeking Birth Control 
Advice at the North Kensington Clinic.# 


Women, 


Figure II shows the relation between 
child mortality and the size of family 
in England and Wales in 1910. Wood- 
bury’s data have been more refined and 
are therefore more reliable, but they _ 
show the same tendency. Thus the 
clinic figures supplement the findings 
of other studies. But they emphasize 
anew the phenomenon of pregnancy 
waste. No census has succeeded in 
enumerating the number of pregnan- 
cies. Figure IV illustrates the relation 
between the “rate of loss” of preg- 
nancies and their frequency; Figure V 
shows the infant mortality rates by 
order of birth in eight cities of the 
United States for the period 1911-1916; 
and Figure VI, the rates of maternal 
mortality for Baltimore in 1915 for 
various orders of birth. Before and 


` after the third child, the rates are 


higher. 


‘SOME FINDINGS OF TYPICAL AMERICAN 


CLINICS 


I shall now present, with a minimum 
of comment and interpretation, in 
order to save space, certain data taken, 
from the reports of two representative 
American clinics—Cleveland and: Bal- 
timore. For the most part, these 
tables are self-explanatory. 


Relation of Birth Control to Infant Mortality 
and Pregnancy Waste,” Jewish Social Service 





. Quarterly, June 1928. 


23 Hospital Social Service, XIX, 593. 
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Cleveland; The first Cleveland clinic 
was opened by the Maternal Health 
Association on March 22, 1928. At 
first, patients were accepted for medi- 
cal reasons only; but in June 1929 it 
was voted to accept clients “for 
weighty reasons of [a] social and 
economic character.” This policy is 
now operative in each of Cleveland’s 
five clinic sessions. The policy at both 
Cleveland and Baltimore is to accept 
few patients and to keep detailed 
records. 

Takle II shows the occupational 
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Favre V. 2 
distribution of patients’ husbands in 
510 cases at Cleveland. Note that 
44.6 per cent were unskilled workmen, 
that 24.1 per cent were skilled or semi- 
skilled, and that only 8.5 per cent were 
in the professional group. It will be 
seen, from Table ITI covering 583 cases 
at Baltimore that 20.8 per cent were 
classed as unskilled, and 31.9 per cent 
as`skilled or semiskilled. 

Baltimore: Table IV is illuminating. 
There is a general but irregular tend- 
ency for the percentage of abortions 
and/ or miscarriages to increase as the 
number of pregnancies increases. 

Commenting on this table, the third 
report says (pp. 8-9): 
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For women .who have had from 0 to 9 
pregnancies; the total number of preg- 
nancies is 2,421, and the total number of 
abortions and/ or miscarriages is $21, 
or 18.3 percent. For women who have had 
from 10 to 22 pregnancies the corresponding 
numbers are 1,039 and 268, or 25.8 per 
cent. The difference, therefore, between 
the percentage of abortions and/ or mis- 
carriages in these two classes of women is 
12.0 +0.94 per cent. This is more than 
twelve times its probable error, or in other 
words there are odds of many millions to 
one that women with ten or more preg- 
nancies have a larger percentage of abor- 
tions and/ or miscarriages than women 
with fewer than ten pregnancies. 


Of course the women represented in 
Table IV are not a random sample, but 
women selected partly because of their 
high fertility. Ideally, we need to 
know the prenatal mortality by con- 
ception order. Allowance should also 
be made for the age of wife and her 
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economic status. Eventually the clin- 
ies will gather this information prop- 
erly. 

Table V deals with data similar to 
that commented upon in Table IV. 
The source of patients at Cleveland 
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TABLE II-—Occurationan DisrRIBUTION BY CLASSES OF PATIENTS’ ‘Huspanps at CLEVELAND 
: * Brire-Conrson Critics * ‘ 





Number of Patients 


Occupational Class Whose Husbands Fall Percentages 
: in Specified Class ne 
Skilled and semiskilled workmen in the manufacturing, ; 
building and other industries.................... s 123 24.1 
» Unskilled laborers... 1.0.0... c sce c eee cece anaran eno 22T 44,6 
Railway (street and’ steam) workers, chauffeurs, and ` 
teamsters.. 0... cece ee ee cece eee reid eA See i 43 8.5 
Tradesmen... PEEN AA O A ONE ; 22 4.3 
Farmers... 0... ccc ce cee ners hare nace ates ruay i 8 1.5 
Clerical occupations... a...se, asai TEET. 18 3.5 
Professional men, managers and capitalists. . .......... 43 8.5 | 
Domestic and personal service ENE E O arco TET t i 7 1.4 
Public servants. ........ 0b eee aee E A 6 1.1 
No occupation given... 0... ccc cece eee e eee ee ede 10 ‘1.9 
Out of work-~temporary....... 6. cece eee cece e eee ‘ 3 ~.6 





TABLE Iil—Occurartonan DISTRIBUTION BY CLASSES oF PATIENTS HUSBANDS ar THE 
BALTIMORE BUREAU ror CONTRACEPTIVE ADVICE, Fist THREE Yrars % 


Number of Patients Whose Husbands Fall 
in Specified Class 


o = a eae 
 Oeoipational Class In the Last (3d) Year| In All Three Years 


Absolute “Ber Cent | Absolute | Per Cent 


Skilled and semiskilled, worteuen in the manufac- 


turing, building and other industries............ 56, 30.6 186 81.9 
Unskilled laborers. ..: 0.0... ccc onseren 40 | 21.9 121 20.8 
Railway eee and eae workers, chauffeurs, , ; 

and teamsters. ids Wadd nage Raa ah emer s 20 10.9 74 12.7 
Tradesmen... n.os snoe ena AATA A EEA l4 7.7 AT ‘8.1 
Domestic and personal service..............006 13 71 34 5.8 
Public servants...........-6. Aaa oes 10 5.5 17 2.9 
Farmers and fishermen. n,n unpre ouea 9 4.9 32 5.5 
Professional men, managers, and capitalists DARI 8 4.4 81 5.8 
Clerical occupations... .. EERE Ss aaa 8 AA 30 5.1 
Re es RENTE 3 1.6 3 0.5 
No occupation given. 2 1.1 8. ‘1.4 

Total araisa eats seemed A eee AA a _ 183 100 583. 100 





7 Maternal Health Association, Report of Two Years’ Work, March, 1928-April 1930, p. t. 
% Third Apia Report, p. 9. 
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TABLE IV—Preananeres, CHILDREN; AND Asortions AND/ OR MISCARRIAGES or 583 
Parrmenrs ADVISED at tam BALTIMORE BUREAU ror CONTRACEPTIVE ADVICE 
IN THE Frest Trrux Years *6 š 
The Reproductive Results Have Been 
And Who Have 

From Parke All Together Had And Also the Numbers 

thé Total | Number of the Total The Number of Children}: of Abortions and 
Number of| Pregnancies Number of [Indicated in This Column] Miscarriages Indicated 
Women Indicated in Pregnancies in this Column 
This Column, Indicated in - 

This Column, Per Cent of | Per Cent of 

Absolute Pregnancies pune Pregnancies 
10 0 0 0 EAR 0 krwt 
33 1 33 29 87.9 4 12.1 
49 2 98 86 87.8 12 12.2 
66 3 198 177 89.4 21 10.6 
69 4 276 239 86.6 37 13.4 
69 5 345 295 85.5 50 14.5 
67 6 402 859 89.3 43 10.7 
51 7 857 307 86.0 50 14.0 
44 8. 352 305 86.7 47 13.3 
40 9 360 803 84.2 57 15.8 
24 10 240 188 78.8 52 21.7 
l4 11 154 104 67.5 50 32.5 
18 12 216 177 81.9 39 18.1 
11 13 143 115 80.4 28 19.6 
4 14 56 50 89,3 6 10.7 
7 15 105 87 82.9 18 17.1 
1 16 16 15 93.7 1 6.3 
3 17 51 19 87.3 32 62.7 
2 18 36 l4 88.9 22 61.1 
1 22 22 7 81.8 15 68.2 
583 3,460 2,876 83.1 584 16.9 











is shown in Table VI; while Table VII 
compares the racial status of patients 
at Baltimore and Cleveland. These 
are but samples of data available in 
American clinical reports. 


II. Some CONTEMPORARY ASPECTS OF 
Beru ContRou 


. CHANGING PUBLIC OPINION 


The changing attitude of all churches 

` save the Catholic has been a notable 

aspect of recent events. In contrast to 

the Encyclical of Pope Pius XI are the 

` notable pronouncements of the Lam- 

berth Conference, of the Federal Coun- 
28 Third Annual Report, p. 8. 


cil of Churches of Christ in America, 
of the General Convention of American 
Jewish Rabbis, and of other groups 
representing the Congregational, Pres- 
byterian, Methodist, Universalist, and 
Unitarian faiths. 

The statement is frequently made in 
the current literature on birth control 
that Catholic women are attending the 
clinics in accordance with their propor- 
tion in the local population; but at pres- 
ent no one has sufficient knowledge to 
make that statement definitively. I am 
skeptical of its validity, though it is 
true that they are attending in greater 
numbers than commonly supposed. 
Catholic newspapers and circulars, de- 
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signed acka For use of the clergy, 
are much alarmed at the falling ‘off in 


church allegiance owing to the Church's. 


TABLE Vb korontion or STILL Bias AND 

Miscarrious to Tota PREGNANCIES AMONG 

THE PATIENTS VISITING THE CLEVELAND CLIN- 

Ics COMPARED WITH -THE PROPORTION OF 

MISCARRIAGES AND/OR ABORTIONS TO TOTAL 

PREGNANCIES AMONG THE PATIENTS VISITING 
THE Bayrimore BUREAU For CONTRA- 





CEPTIVE ADVICE 

Proportion of | Proportion of 

Still Birth and! Miscarriages 

Number of | Miscarriages | and/or Abor- 

Pregnancies |to Total Preg-| tions to Total 

ca nancies at | Pregnancies at 
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APRIL 1930 
\ : 
Source Number | Per Cent 
Health agencies. ......| 284 55.7 
Family ‘agencies. ...... 70 13.7 
Other agencies....... 51 10.0 
Individuals........... 70 13.7 
Private physicians 85 6.9 
Total za raipeaad de 510 100.0 





attitude on this subject. Time ‘alone 
will decide, whether members of the 
Catholic faith will succeed in outbreed- 
ing non-Catholics in the United States, 
with whatever effect. that may have on 
the survival of certain American insti- 
tutions; or whether the Catholic Church 
will find it expedient, as it often has in 
‘the past, to modify its position. 

Even though the religious opposition 
to birth control is organizing itself, 
many formerly indifferent organiza- 
tions (e.g., Y. M. C. A.) are rallying to 
the support of birth control. Increas-’ 
ingly, university textbooks on general 
sociology, on population problems, and 
-on the family are-devoting space to the. - 
subject; and such discussions ‘are in- 
variably favorable. This is a new 
phenomenon. i j 


TABLE VIÍ—Races or Cumo PATIENTS AT CLEVELAND AND BALTIMORE 




















Total . Cleveland _ Baltimore 
Race 
Number Per Cent Number Per Cent Number |. Per Cent 
White...... 844 77.2 379 74.4 465 ` 79.8 
Negro 249 22,8 131 25.68 118 20.2% 
Total..... 1,093 100.0 510 100.0 383 100.0 ` 


a : While the ratio of negroes to whites was 1: 2.8 in the dlinie population, it was 1: 14 in the general 


j _ population of Cleveland. 


b Negroes.constituted 14.7 per cent of the population of Baltimore in 1925, the figure for the nearest 


available date. 
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THE MEDICAL PROFESSION 


Opinion among physicians is chang- 
ing slowly but noticeably. I have 
already mentioned their increased co- 
operation with the clinics under lay 
auspices.2” Increasingly, too, they are 
giving a more adequate contraceptive 
service in their own private offices and 
in hospitals to which they are attached. 
The American Birth Control League is 
in touch with several thousand codper- 
ating physicians throughout the United 
States, to whom it refers patients; and 
this service is in popular demand. 

Contrary to statements often pub- 
lished, many medical societies in the 
United States have declared in favor of 
legal modifications where necessary. 
Often, changes in law are not required. 
The most notable pronouncement dur- 
ing 1931 was that of the New York 
Academy. of Medicine. 

Manufacturers and distributors of 
contraceptives have done much to edu- 
cate American physicians, one at least 
issuing literature of a rather high grade. 
Of one such pamphlet on the technique 
of contraception, twenty thousand 
copies have been distributed gratui- 
tously to physicians and senior medical 
students. The pamphlet is scientifi- 
cally sound, and summarizes tersely 
the latest scientific information. No 
European house issues such high-grade 
advertising literature. 


IMPROVEMENT IN LITERATURE 
SINCE 1920 


Moreover, in recent years there has 
been a great improvement in the litera- 
ture issued on birth control. A survey 
of some five thousand titles antedating 
1920 has convinced me that the over- 


27 For a summary of this subject see my 
recent paper on “The Codperation of Social 
Agencies and Physicians with Representative 
American Birth Control Clinies,” Hospital Social 
Service, XXV, 17-30, 1932. 


whelming body of this material is of 
little scientific value. There are, of 
course, exceptions. But in the main, 
the earlier literature is highly conten- 
tious; it labors the obvious, parades the 
trite as the erudite, and is subjective 
and normative (usually without ade- 
quate basis) rather than objective and 
quantitative. Not infrequently the 
authors are just misinformed. 

This situation is now rapidly chang- 
ing; recently there have been issued 
passable treatises on technique, and 
a few good volumes on the social, eco- 
nomic, and clinical aspects of birth 
control.28 Robinson’s treatise already 
mentioned, though not without defects, 
still holds the field. The present writer 
has attempted to make contributions 
essentially to the historical aspects of 
birth control. 


EMBARRASSED LEGISLATORS 


The legal situation has not changed 
materially in recent years. It still 
hinders scientific research and publi- 
cation, and retards the free dissemina- 
tion among physicians of knowledge 
already accumulated. Numerous bills 
have been presented to various state 
legislatures; Margaret Sanger and 
Mary Ware Dennett have both worked 
in Washington, the former having re- 
cently organized a National Committee 
on Federal Legislation for Birth Con- 
trol. Mrs. Dennett has worked for 
deleting from the obscenity statutes 
the phrase “prevention of conception;” 
this stand is known as “clean repeal.” 
Mrs. Sanger has worked for a “doctors 
only” enabling bill. Formerly she em- 
phasized state legislation rather than 
national action. The Gillett Bill,2° 
Mrs. Sanger’s “doctors only” bill in- 
troduced in 1930-1931, was not re- 


28 See my Guide to Birth Control Literature, 
London: Noel Douglas, 1932. 3/6. 

29S. 4582. See reference above to published 
hearings. 
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ported out by the Senate Judiciary 
Committee. 

In Massachusetts, during 1930-1931, 
one of the most conservative “doc- 
tors bills” ever presented to any state 
legislative committee, supported by the 
best medical talent in the State, was 
turned down, the committee asking 
“leave to withdraw” the bill. The 
Catholic opposition was, as usual, well 
organized.. The Connecticut bill (1930- 
1931) was likewise unsuccessful, though 
many newspapers supported it. 

Every sign indicates that the edu- 
cational campaign will continue until 
the legislators give the people what they 
want—not drug-store nostrums, but 
safe, harmless conception control under 
medical direction. The choice is not 
between control or no control, but be- 
tween ineffective and harmful control 
on the one hand, and effective, harm- 
less control on the other. Birth con- 
trol, as Lord Dawson once remarked, is 
-here to stay. The question for us is, 
What use shall we make. of it? How 
shall we guide it? 


SCIENTIFIC PROGRESS 


This is not the place to consider re- 
cent scientific advances in technique. 
They have not been insignificant; but 

indications are that we shall have a 
much more satisfactory contraceptive 
within a few decades. One can hardly 
expect it sooner. It ought to be stated, 
“yhowever, that what we have now is, 
when used with ordinary common 
sense, reasonably safe and harmless. 
Such methods are for the normal. The 
feeble-minded and insane constitute, 
in some instances, a sterilization prob- 
lem. The most approved clinical de- 
vices are effective in 90-95 per cent of 
the cases followed up over two or three 
years—a, degree of success achieved by 
few medical prescriptions. 

Robinson and Himes, to restrict 
_ Mention to independent workers, have 


quantitatively analyzed clinical ‘rec- 
ords. But the first really first-class 
study will probably be Dr. Marie E. 
Kopp’s forthcoming study of ten thou- 
sand cases at the New York clinic. 
This study has been adequately 
financed and is under unusually com- 
petent supervision. We may therefore 
expect results worthy of more than 
ordinary confidence. While it is- 
doubtful if the conclusions of previous 
studies will be overthrown, new facts, 
especially on the sex histories of normal 
married people, will doubtless come to 
light. 

The National Committee on Mater- 
nal Health, which is interested espe- 
cially in research on the medical 
aspects of human fertility and sterility, _ 
is doing, with virtually no encourage- 
ment from the large foundations, the 
most noteworthy research on this 
subject of any organization in the 
world, Perhaps the most immediately 
useful volumes about to be issued under 
the Committee’s auspices are the 
following: 

The Control of Conception: An, Il- 
lustrated Medical Manual, by Rob- 
ert L. Dickinson and Louise Stevens 
Bryant. , 

The Medical Control of Fertility; by 
Robert L. Dickinson and Louise Stev- 
ens Bryant in collaboration with Samuel - 
R. Meaker, Cecil Voge, Frederick J. 
Taussig, and Norman E. Himes. 

A Thousand Marriages, by Robert L. 
Dickinson and Lura E. Beam. (Fore- 
word by Havelock Ellis.) Baltimore: 
Williams and Wilkins, 1931. 

The last volume is not primarily on 
contraception. The second will dis- 
cuss contraception, sterilization, abor- 
tion, and involuntary sterility,’ and is 
intended to be a complete source book. 
The first is a terse practitioners’ 
manual. . 

In England, the International Medi- 
cal Group for the Investigation of Con- 
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traception, and the Birth, Control 


Investigation Committee are also doing ` 


good work.3° They are well.sponsored; 
but, like the American organization in 


the field, could be more useful if they ` 


had ampler financial support. Much 
technical research is going on in Ger- 
many, but I have reason to believe that 
the results may prove less valuable 
than the American or English studies. 


NATIONAL COMMISSION NEEDED 


In May 1931, a Population Asso- 
ciation was formed, membership in 
which is open to those who are inter- 
ested in the scientific investigation of 
population problems broadly inter- 
preted; especially to those making 
original, contributions to this branch of 
science. This organization, if it is 
prudently guided, will doubtless en- 
courage scientific advance—a result 


*) Three interesting reports have been issued, 
which: may be obtained from the Honorary 
Secretary, the Hon. Mrs. Marjorie Farrer, 13 
Lansdowne Gardens, London, W. 11. Price 6d. 
each. 


more likely, again, if adequate funds 
are forthcoming. 

There is also room, however, for a 
National Population Commission to 
advise and assist the Government in the 
collection and the interpretation of 
demographic facts, and to advise on 
various matters of national policy in 
the light of these facts. While action 
always implies the possibility of mak-. 
ing mistakes, we live in a:fool’s paradise 
if we suppose that the Government 
would avoid all mistakes by not-calling 
in experts. I believe that on the whole 
we would act collectively more wisely if 
such assistance were freely offered and 
as readily welcomed. I am not now 
thinking of such mooted questions as 
birth control and sterilization, though 
such topics are legitimate objects of 
scientific investigation on the part of 
any government; but of the fact-col- 
lecting process in general. Why should 


_we lag behind Japan, which has had 


two official commissions; and behind 
England, which has had three unoffi- 
cial commissions? 


Mr. Norman E. Himes is a former Associate Pro- 
fessor of Economics and Sociology at Clark University, 
and sometime Fellow of the Social Science Research 


Council. 


He is the author of numerous articles on 


population and on the history of contraception. 


The Child as a Member of the Family 


By James S. PLANT 


HE family group is no less than 

society in microcosm. To discuss 
the child as a member of the family 
permits our entry into practically every 
aspect of life—individual or social. 
For present discussion, selection of 
material is therefore imperative. This 
selection must rather arbitrarily de- 
pend upon the point of view of the 
writer, and in no sense can be thought 
of as meaning that other topics or 
points of view are of less significance. 


INTERESTING SIDE Issurs 


A discussion of the origins of the 
phenomena considered is most inviting, 
but impossible. Just now that we 
have persuaded ourselves of our free- 
dom from the dominance of the moral 
issues involved in the various social in- 
stitutions, nothing seems more interest- 
ing than the consideration of the origin 
of the family constellation. That is, 
were it today possible to wipe out the 
family and all those elements of eul- 
tural lag that would otherwise so surely 
reéstablish it, would an essentially 
similar structure be reared? It is diff- 
cult to assay what the family means to 
its members unless we know how much 
of the present situation is inherent in 
the institution itself, and how much is 
but our ingrained dependence upon the 
family for certain satisfactions merely 
because no other institution now offers 
these. For these questions there is for 
the present no answer, beyond one based 
upon highly debatable assumptions. 

We must here also exclude those 
matters involved in the changes that 
‘are now occurring in family life and 
relationships. (One wonders how 
much there is of actual change, beyond 
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the greater social sensitization to 
phenomena of stress that accompanies 
expansion of news channels.) There is 
another factor of change which we 
must also ignore—the growth of each 
family. Families within themselves 
grow, change, and develop from day to 
day just as does the institution forever 
show trends. Rather brusquely, then, 
we seize the family at one point in both 
its individual and its cultural progress. 

This leaves for discussion little be- 
yond an abstraction—the Family. For 


this there is brilliant support from- 


clinical experience. Patients come to 
us precisely because they feel that their 
families are not what the family should 
be. Particularly with children is there 
a widely accepted and crystallized con- 
cept of a highly integrated and mutually 
sympathetic group made up of a father, 
a mother, and one or more of their own 
children—which is the family. Inter- 
estingly enough, this concept is much 
the same whether or not the child has 
had satisfactory, or even any, family 
experience. 

Thus we take freedom to cut our 
field to a certain definite pattern, and 
confine ourselves to the question of 
what actual use the family is in thé 
personality formation of the child, and 
what the child in turn contributes to 
the entire family group. Under these 
two headings we can proceed on a 
rather highly schematized basis—re- 
alizing that life resents any such 
treatment and that this is but a literary 
device. 


STATUS or THE CHILD 


The subject of the origin of status 
has been little considered. There ex- 


AS 
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fair literature on status break- 
a and on the threats at status, as 


2y psychiatrists have felt this the ` 


portant mechanism in the produc- 

on of’certain psychoses. 

‘It is the family which gives status to 

ae child. For example we have con- 
cerning the Hebrew in the Old Testa- 
ment that such a person would be a 
“chosen person” in the eyes of the 
Lord. The position or place of this 
Hebrew was known generations, if you 
please, before he was born. There 
were no questions as to stature, I.Q., 
where he lived, or how much money he 
had. The fact that he was born in a 
certain family gave him status. Every 
social worker is amazed at the craving 
of the adopted or foster child for his 
own parents—no matter how they may 
have treated him. There is here the 
question “Who am I?” Factors of 
cultural lag perhaps bulk rather large 
here, but the practical matter is this 
need that the child has for establish- 
ment of status through the knowledge 
of his own parents—through some 
satisfaction as to “who” he is, regard- 
less of “what” he might do, “what” 
are his abilities or possible accomplish- 
ments, or on “which” side of the street 
he lives. 

The family pattern appears in cer- 
tain religious formulations. Here is 
this concept of ourselves as God’s chil- 
dren. No matter what our intelligence, 

. our riches, our other possessions or 
their lack—God loves us all and is the 
‘Father of each of us. Significantly, 
certain cultures—such as a caste sys- 
tem—where status is inherently woven 
into the entire social fabric, have 
developed religious systems with much 
less emphasis upon the family pattern. 
Whether this represents some inherent 
craving on the part of the individual or 
the setting up of religious patterns that 
are no more than rather naturally 
conditioned by the experience of the 


individual, is beyond our present 
limits. 

There is ample evidence in clinic and 
agency of the desire on the part of every 
child to have the feeling that he knows 
his own family. This is more than the 
need for affection, being shown by 
adopted or foster children in groups of 
rich and real affectional expression. 


Tur CHILD’S QUESTIONS 


One might pictorialize this in a 
characterization of the questions which 
every child asks and demands answered. 
In outline fashion, it is as though every 
child had to find answer for “Who am 
I?” and “What am I?! A satisfac- 
tory answer to the former concerns 
status, and, I venture, is precisely the 
origin of status. It is answered only 
by the child’s own family (or perhaps 
by the religious philosophy where this 
has a definite family pattern). One 
does not “send back” one’s baby. 
Quite regardless of size, appearance, or 
attributes, the child has a place in the 
family because of “who” it is. It is 
this question which the early orphaned 
or adopted child so sincerely seeks to 
have answered satisfactorily. 

There are later questions—“ What 
am [?”; “Where do I live?”; “What 
intelligence, what popularity, what 
power, what character of parents have 
I?” These latter questions to a greater 
or less extent intrude themselves upon 


1 In an effort at further recognizing the qualita- 


- tive differences involved in these two distinctly 


differing adjustments, the author has built for 
his work a terminology which is given here as a 
matter of interest, rather than as any final solu- 
tion of the situation. He uses the terms “se- 
curity” and “insecurity” to cover the varying 
degrees of satisfaction in anwser to the question 
of status. The terms “adequacy” and “in- 
feriority” are similarly used for the matters iu- 
volved in “what I am.” The issue is rarely 
clear-cut, but the distinctions, however vague, 
are always present. Any real exposition of the 
problems involved would require a much more 
voluminous statement than can be essayed here. 
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the former, so that, on occasion, a 
family “rejects” a child if it is not a 
boy, or if the family had looked upon 
the coming individual. as meaning no 
more than a chance that there be an- 
other generation of Smiths at the 
favored college. To the extent of this 
intrusion is the matter of status threat- 
ened, The healthiest of early parent- 
child’ relationships rests upon the 
family’s complete preoccupation with 
this.question as to “who” the child is. 
To a large extent the satisfactory 
‘answer for these other questions is 
found by the child in his various social 
adjustments outside of the family. 


UNSATISFACTORY STATUS- 


Sincerely involved here, is the child 
who in answering this question “Who 
am I” finds himself a member of a defi- 
nitely less advantaged race. Nor is 
there here any contradiction of the ac- 
ceptance of the family’s rôle in the 
establishment of status. The common 
factor is that there is nothing “reason- 
able,” nothing that “I can do any- 
thing about” in the question under 
discussion. It is this which the child 
senses and which so baffles him—which 
he so bitterly fights in his conduct. 
Those of us in children’s work have 
often mourned our naiveté in accepting 
the notion that by answering the ques- 
tion as to “What am I?” we are answer- 
ing that of “Who am I?” One does 
not solve the restless anxiety of the 
orphan by making him captain of the 
football team or by assuring him rapid 
progress in school. One wonders 
whether the marked emphasis upon the 
family aspects of religious philosophy 
on the part, for instance, of the Negro 
is not a reflection of precisely this 
search for satisfactory status in a situa- 
tion where family ties were so rudely 
broken. 

The question naturally arises in 
family life—How is the parents’ recog- 







nition of the place that they give tă 
child because it is their child to 
caught by ‘the child? This is diffich 
of accurate answer. Certain’ parent 
with one clasp to the bosom, as it were 
satisfactorily convey the feeling to thé 
child; for others the task is one of lon 
and difficult accomplishment. David 4 
Levy has certainly come close to this 
point in his studies of the importance of 
mutually satisfying breast feeding. 
‘The question is somewhat the same as 
that of the parents learning to play 
with a child. Certain adults seem to 
“know how”; for those who do not, the 
wisest and most comprehensive advice 
seems only further to excite the bull in 
the china closet. 


ADJUSTMENT TO PERSONAL 
AUTHORITY 


A second family satisfaction for the 
child lies in his adjustment to “‘per- 
sonal authority”—a term to cover 
personal relationships plus the situa- 
tion that the other person has poten- 
tialities beyond the power and the 
arena of the individual. That is, by 
“authority” one does not here mean 
discipline, although the latter is one 
of the common modes of expressing the 
former. The word is here used rather 
in the sense that there is imminent 
about us from birth to death a power 
that is greater than our own. 

One may speak of personal authority 
to cover the parent’s relation to the 
child and all those adult relationships 
involving personal attributes and in- 
terests that are disparate, such as that 
of the husband and wife, or that are 
power relationships, as in the case 
of employer and employee. One may 
speak of social authority to cover 
the relationship of the cultural pattern 
or group to the individual, in that he 
may at their will be sent to war, put to 
death, made to wear certain types of 
clothes, and so forth. One may speak . 
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of cosmic authority to cover our rela- 
tionship with extra-human forces, such 
as earthquakes, lightning, death, and 
the like. A growing philosophy that 
emphasizes the untrammeled develop- 
ment of the individual seems blind to 
the fact that this individual is forever 
in the presence of power greater than 
his own and with interests quite dis- 
parate from his, whether that power 
happens at any particular time to 
“wish” actually to employ that pre- 
rogative or not. 


VALIDATIONS OF AUTHORITY 


The validators, or criteria for en- 
forcement, of personal authority are 
age, possession, and idiomatic relation- 
ship. The validators of social author- 
ity are numbers, accomplishment, and 
acclaim. The validating factor of 
cosmic authority is its essential “un- 
reasonableness” in the sense that its 
operation apparently transcends hu- 
man control or rational planning. 

The young child listens to the parent 
because she is older. “My mother is 
older, therefore she knows better.” 
Age is of the greatest importance in all 
children’s play. As the older child is 
orienting himself to new demands, 
social rather than personal, he says, 
“My mother is older, therefore she 
does not know better—she does not 
understand our age.” 

Without perhaps actually owning 
our children, we, as parents, yet attain 
all of the symbols of such ownership. 
Thus we feed, clothe, and bundle about 
the infant as we do other family chat- 
tels; and much of the authority rela- 
tionship is that of “I am your mother; 
you are my child.” 

The third validator is termed idio- 
matic relationship, in the sense that 
some peculiar tie exists between parent 
and child that differs qualitatively from 
that between either and any other per- 
son. One harks back here to what was 


said as to.the establishment of status. 
It is precisely those factors that enter 
into the question “Who are you?” that 
have that unreasonable or irrational 
element that is the basis of idiomatic 
personal relationship. It is possible 
that certain identifications play a large 
rôle here, so that I care idiomatically 
for a person who seems to me to have 
certain traits in peculiar relation to 
certain traits that I consider my own. 
Whether this statement is anything 
beyond the rationalization of a situa- 
tion, is beyond our present purview. 

Thus the child’s adjustments to 
personal authority come to mean his 
early conditioning to those factors of 
age, possession, and idiomatic relation- 
ship that, enter into personal relation- 
ships throughout life. This patently 
rests a considerable burden upon 
parents that they act as though they 
were grown up, instead of merely pro- 
claiming they are; that they show that 
possession of children is simply a 
formular expression for their own de- 
velopment and not an end in itself; 
that idiomatic relationship actually 
plays its sincere réle of adding to the 
child’s security. 


CHILDHOOD ADJUSTMENT PREPARES 
ror OLDER Lire 


If it is thus during this family period 
that the child obtains his patterns for a 
varied number of later personal rela- 
tionships, then is it all the more certain 
that his patterns of married and family 
life have much of their source here. 
This comes out of our realization that 
the reactions to personal authority 
attain in childhood the elasticity (in 
the sense of resisting change) of habits. 

Is this adjustment to personal au- 
thority a necessity to which the family 
pattern so beautifully lends itself; or is 
our whole emphasis on personal au- 
thority but a rationalization of the 
existence of the family pattern? We 
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have no intention of considering an 
answer here. This much does seem 
beyond doubt. A large number of our 
life experiences, family or otherwise, are 
with one or another form of personal 
authority. Some of the concepts in- 
volved in personal authority are of 
such importance to us as to make their 
appearance in our more complicated 
social patterns. There are many so- 
cial groups which accept leadership on 
the basis of age. Possession and the 
notion of idiomatic relationship (the 
dependence upon the accident of birth 
as the basis of government) have, of 
course, very largely appeared. One 
hazards that at least it is possible to 
consider the family as constituting an 
excellent answer to the person’s need 
for learning to adjust to certain aspects 
of personal relationships. 


EARLY FAMILY INFLUENCES 
ON THE CHILD 


The family further provides certain 
experiences in “protected”? competi- 
tion for the child. This so sincerely 
follows what has been said that there is 
little need here for extended exposition. 
In scheme, one says that the family 
emphasizes and exploits the child’s 
strong traits, whereas in social com- 
petition—struggle, teasing, and so 
forth—it is the Achilles’ heel that is 
sought. ‘The early period of socializa- 
tion during which the family artificially 
to an extent controls the situation in 
the way of selecting toys, games, and 
playmates, probably increases the trep- 
idation with which the child looks upon 
his entrance into the field of unpro- 
tected competition, but perhaps gives 
a certain sense of adequacy to the 
child’s entire competitive process. At 
least, this period of protection exists 
_and is heartily used by the child. , Its 
high necessity and its essential charac- 
ter must await treatises far more 
philosophic than the present. 


Further, the child looks to the family 
for practically his entire introduction 
to academic learning. The child en- 
ters kindergarten thoroughly condi- 
tioned in sense perception, procedures 
manipulative of his environment, and 
the symbolization of experience through 
language. What part this plays in the 
child’s school or later academic ad- 
justment, no one knows. Perhaps 
with further follow-up of nursery 
school products, where certainly some 
at least, of these academic introduc- 
tions are in the hands of the school 
rather than of the family, some insight 
into this problem will be developed. 
The accident of position throws a fair 
burden of the introduction to academic 
learning upon the family group. Be- 
yond a statement of the importance of 
the subject, nothing can be said at the 
moment. 

There are other functions in the for- 
mation of the child’s personality which 
are undertaken by most family groups, 
but concerning which one might easily 
question whether some other group 
would not the better handle them. 
For instance, one is rather certain that 
the so-called habit training (physical 
matters, as eating and sleeping) must 
occur in the earlier years of life. There 
is no evidence that there is anything of 
significant value in the family group 
for this part of training or formation. 
Indeed, there are, without question, 
certain factors of close personal tie that 
seem to militate strongly against the 
family as being the best place for such 
training. 


Tue CHILDS SEXUAL ADJUSTMENT 


A further consideration develops 
from the child’s close approximation, 
in family life, to the problems of sexual 
adjustment. Were children brought 
up entirely outside of any group that 
resembled the family, is it not conceiv- 
able that the early impingement of 


a 
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sexual problems would be largely ob- 
viated? Without in any way entering 
questions of advantage or disadvant- 
age, we recognize the excessive im- 
` portance given to the subject by young 
children, together with the sharp intru- 
sion of moral issues. Modern psy- 
chiatrists and parents seem agreed as 
tothe dynamicnature of false standards 
and notions as to sex amongst children. 
The arrival of new children and the 
sharp, “moralistic” reactions of par- 
ents who thus express their own diff- 
culties, do much to stimulate a marked 
interest in a problem that can be com- 
prehended, if at all, only considerably 
later in life, + 
In view of the pervasive character of 
the sexual drive and the unusually rich 
sensory supply of the external sex or- 
gans, one somewhat doubts that a mere 
social adjustment would eradicate the 
problems thus engendered; but any 
- consideration of the child in the family 
must take cognizance of the great ex- 
tent to which the natural phenomena of 
family life crowd upon the relatively 
young child some of the more disturb- 


ing connotations of the whole matter. . 


Further, we must recognize the 
stresses produced in the child through 
those standards of the family which 
make it difficult for him to conform his 
individual trends so that they comply 
with the “front” which the family must 
maintain. The difference between 
what the family experience actually 
offers and what (to its own members 
-and its neighbors) it is supposed to 


be offering, produces personal conflicts ` 


which give rise to many neuroses in 
adults and are the source of acute con- 
duct disorders in children.” 

It is, of course, possible that any 
social institution requires these criteria 
which are in the nature of unattainable 
ereeds or tenets. Or it is possible that 


2 Note some of Healy’s expositions of delin- 
quency based on this conflict. 


the difficulty lies rather in the stresses 
produced in the family by the great 
changes through which it is itself de- 
veloping. At any rate, we have here 
another of those unsolvable conflicts 
between what the individual so much 
needs and what the social institution 
so much needs. 


Cuaneus In Moprrn Faminy Lire 


In spite of the self-imposed limita- 
tions of the introduction, a word must 
be said here of the changes which are 
occurring in modern family life. We 
probably have little or no accurate 
conception as to what these are. Some 
sort of centrifugal force seems at work, 
pulling the functions of family life 
away from the center. We would 
guess that, in the end, this needs to 
affect the relationship of the child in 
the family very little. In what ex- 
position of the matter we have made, 
the reader will note that those matters 
which have been thought of as sincerely 
and perhaps solely family matters are 
those that can be imparted to the child 
in relatively brief time. It is conceiv- 
able that while the decentralization of 
the family reduces the temporal con- 
tact of the parents with the child, there 
will be a net gain in throwing upon 
other agencies a task which they may 
possibly perform better than can the 
family. i 

A. second widely recognized change is 
frequently stated thus—that if families 
are to be held together and if the func- 
tions of the family are being transferred 
to other agencies, then there must be 
an increase in the “affectional ties,” 
In fact, it has been stated that such 
a strengthening is now occurring. 
Logical as this seems, it has been our 
own experience that persons have little 
ability to distinguish between phenom- 
ena and the symbols of those phenom- 
ena; so that with the manifest symbols 
of the unifying affectional ties dis- 
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appearing, the affectional ties are 
themselves weakening. This is but a 
personal experience in clinic work, and, 
to my mind, represents only a transi- 
tional stage. That the family group of 
the future shall attain a high degree 
of unity upon the basis of affection 
seems logical and to be expected—not 
to be doubted on the basis of some 
small experience with a transitional 
period. 


/ Tas Famy ` 


In brief catalogue we have con- 
sidered what the family means to 
the child. It is quite as necessary 
that we question, in equally summary 
fashion, what the child means to the 
family. 

Families have continuity; there is a 
certain integrity in their development 
which gainsays crude intrusion. The 
child here loses his individuality to 
become but the purveyor of those 
changes. or similarities to which the 
family must hold. Compromise re- 
sults—a sort of casuistic day-by-day 
adjustment that allows no final victory. 
‘True, certain children show such prom- 
ise that the family is willing to “allow 
the child its own individuality.” True 
_ again, and more commonly, the child 
is so plastic that he is molded to the de- 
mands of the family with ridiculous 
ease. Solution comes here because of a 
chance combination, and in no sense 
vitiates the keenness of the normal 
conflict which there is between the 
unfolding of the individual potentiali- 
ties and the molding tendencies of the 
group:into which he happens to arrive. 
A family dies if it does not have chil- 
‘dren—and writhes if its children do 
not continue the pattern it has so far 
constructed. Undoubtedly the tend- 
ency for the so-called “great family” 
to break into the component “small 
families”, has markedly lessened this 
conflict. Yet it essentially remains. 


CHILDREN NECESSARY ror FAMILY 
NEEDS 


As the family needs children for its 
further pattern, so, ‘all the more, do 
adults need children. Perhaps the 
most frequent statement of the ado- 
lescent child (in some difficulty) to me 
is, “No child of mine shall have this 
experience!” With our earliest in- 
tegrations, we begin to look to our 
coming children as mending the broken 
pattern, catching up the lost thread, 
living the unfulfilled dreams. The 
importance of this is that, fairly early 
in childhood, those stresses are de- 
veloped that look forward to marriage 
and resultant children for their ease- 
ment. Of corollary importance is the 
realization that in large part the par- 
ental stresses upon the child’s life are 
not of recent or evanescent character, 
being rather the expression of needs 
developed through the many years of 
the parents’ earlier lives. 

‘While there is similar evidence in 
many of the social agencies, perhaps 
the child guidance clinic particularly 
has brought to light the extent to which 
adults look upon their children’s lives 
as the fulfillment of -dreams—the an- 
swer to unrequited hopes. There is 
nothing here that arises dé novo, as it 
were, out of married life, but a matter 
that apparently drives the individual 
to the construction of a family as being 
the simplest and easiest mode of re- 
solving a long-developing stress. 

Thus does the family——thus does the 
adult—look rather hungrily upon the 
coming child as the satisfaction of a 
need. It would.seem to us that pre- 
cisely here do we have those factors. 
which would tend to preserve the 
family as an institution, even under the 
stress of much change in the cultural 
pattern. At least we can somewhat 
confidently postulate some such struc- 
ture within society as will allow in- 
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dividuals to feel a certain possessive 
relationship towards young, growing 
persons. 

In the earlier sections of this article 
the family was pictured as the answer 
to certain needs or hungers of the grow- 
ing child. The other side of the pic- 
ture we are seeing now. 

(1) The family very likely tends to 
overprotection of the child. In fact 
much of the recent psychiatric litera- 
ture has stressed this as the origin of 
much that is unhealthy in our mental 
development. There is in each of us a 
large component of this desire for pro- 
tection from new experiences. It is 
thus easy that we turn back to the 
family rather than construct our in- 
dividual developments. More often 
than is usually admitted, this is a safety 
device protecting the individual from 
attempting the impossible. 

(2) The family, in return as it were 
for this security, exacts a certain com- 
plianee to the pattern of the group or 
the needs of the parent. Out of this 
factor grow some of the most stubborn 
of family difficulties. Heredity tends 
to breed true to the type, whereas 
often it is the parent’s chief preoccupa- 
tion that the child be different—that 
the child shall escape what the adult 
recognizes as his cross. 

In these matters of conflict between 
the interests of the child and those of 
the adult, the most inviting and para- 
lyzing of occupations is that of con- 
sidering the moral aspects of the 
problem; we enjoy beyond words, 
placing matters in the right or wrong 
column. This is a futile procedure. 
The point here is simply that adults 
must have children (vicariously if im- 
possible of their own attainment)— 
must pick up the lost thread or mend 
the broken one. Nor do we see this as 
originating in family life. It is ap- 
parently a fundamental craving of the 
personality, for which the family pat- 


tern seems to give simple and accessible 
answer. 


CONCLUSION 


This is not a chapter on therapeutics; 
probably no such chapter can be sanely 
written at this time. Much is being 
tried, and while the modern theory is 
all along the line of the untrammeled 
development of the child, there usually 
is really a sort of blundering and 
casuistic compromise that catches the 
matters of import as well as can be. 
The effort in this paper has been to ex- 
press those cravings on the part of 
individuals which one sees in clinic 
practice. There has been some effort 
to throw into relief those factors which 
have interested the writer as being 
the ones which rather naturally 
might build up the family from dis- 
parate individuals and which at the 
same time, tragically enough, throw 
these individuals into rather sharp 
disturbance over definitely conflicting 
interests. 

One more word: The family has been 
through an interesting siege over the 
last seventy-five years. With the 
“scientific awakening” of the middle of 
the last century there was considerable 
question as to the origin of the family. 
Here there was no assay of the changes 
going on in the family, but rather only 
the question as to whether there was 
anything essentially immoral in these 
changes. Thus if one goes back to the 
first questionings of the family, he finds ` 
such an assay of its beginnings as would 
tend to throw discredit upon any be- 
lief in its divine origin. 

Tbis state of question. soon da 
so that there developed, and still exists, 
a large group who say that the family is 
disappearing, but that due to cultural 
lag, man has not as yet realized this. 
He is holding on to his beloved toy in 
childish blindness to the fact that he 
has outgrown it. Thus a rather im- 
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personal skepticism has been replaced 
by. a sort of amused tolerance. 

Now another school has arisen’ 
With its recognition of the part that 
parent-child relationships play in this, 
it warns us of the positive dangers to 
individual development that lie within 
the family group. It is interesting to 
note that whereas the first step in the 
assault upon the family was not an at- 
tack on the family as such, but upon 
the essentially moral questions in- 
volved in its admitted change, this last 
school has returned to the period previ- 
ous to that step—as certain in its dicta 
as were those previous to the “scientific 
awakening.” The only difference is 
that while those earlier proponents were 
certain of the divine sanction of the in- 
stitution, the modern savant is equally 
certain of its parasitic sapping of the 
true god of individual development. 


. family. 


The client today quite as shamefacedly 
“admits” loving his parents and de- 
pending upon them as did he, one 
hundred years ago, “admit” his abhor- 
rence of his family group. Many of 
us seem to forget that individual liberty 
is not longer freedom if it is tyrannically 
enforced. ' 
AJl of these stages of question have 
had this in common—that they have 
foreseen the ultimate destruction of the 
The author is in no mind to 
say that this will not occur. However, 
he does feel that this theory has far too 
little taken into account the yearnings. 
of the individuals who go to make up 
the group. If it be true that the in- 
dividuals within the family quite feel 
that they need this group for fulfilling 
their own life purposes, then the family 
will continue as such, in spite of our 
most intricate and death-dealing theory. 


Dr. James S. Plant is director of the Essex County 
Juvenile Clinic, Newark, New Jersey. He is a mem- 
ber of the advisory committee on the Family, of the So- 
cial Science Research Council, and has held teaching 
positions at Harvard, New York University, and Co- 
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Gainfully Employed Women in the Family 


By Viva Booras 


N ENTERING upon any discussion 
involving the adjustment of human 
beings to an evolving social order, it is 
well to keep in mind that two funda- 
mental types of phenomena arising 
from the interaction of human beings 
and social institutions are likely to be 
occurring simultaneously, and that it 
is difficult at any one period of time to 
distinguish between the two as to cause 
and effect. In the first place, changes 
in the set of circumstances under which 
human beings live produce changes in 
the behavior and in the thinking of 
individuals. In the second place, or 
at the same time, changes in ideas 
and attitudes arising from changes in 
behavior necessitated by the circum- 
stances of life, tend to become ac- 
cepted as standards, and, in time, the 
older institutional forms come to ac- 
commodate themselves to the changed 
ideas and behavior. 


Cuancep Means To ATTAIN THE 
Same ENDS 

In any highly organized society 
such as ours, individuals reach adult 
life with a set of ideas regarding 
marriage and the family, for exam- 
ple, which are theirs by inheritance 
from the social environment and not 
theirs through extended experience 
in living in the particular institutions 
founded upon and dominated by those 
ideas. If the circumstances of life 
remain unchanged, or are only slightly 
changed, from the circumstances under 
which the prevailing ideas regarding 
marriage and the family and woman’s 
place in the whole scheme of things 
originated, little conflict will arise be- 
tween behavior and socially trans- 
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mitted ideas. When, however, change 
in the circumstances of living force 
modifications in behavior, in order 
that the same satisfactions and values 
achieved under earlier conditions may 
continue to be achieved under the 
changed conditions, then changes in 
ideas and in institutional forms are 
inevitable. It is not that the ends 
sought are changed, but only that 
the means of achieving the ends are 
modified. 

When it is once understood that 
habits of thought and institutional 
forms have a way of persisting long 
after their day of usefulness has ceased 
to exist, even though in time they 
may come to be the means of thwarting 
the very interests that they formerly 
served, what is happening in the so- 
called woman movement, of which the 
entrance of women into industry and 
the professions is one manifestation, 
may be regarded as the beginning of 
modifications in the old standards and 
procedures necessary to achieve the 
same ends formerly achieved, and not 
at all as a change in the ends them- 
selves. As stated by the author in 
the preface to Tam Annars volume on 
“Women in the Modern World”: 

Women are essentially the same today 
as they have always been (and with 
the development of modern psychological 
knowledge may turn out to be much less 
different from men than was formerly sup- 
posed), and their problems are different 
only in the details of their manifestation. 
To seek satisfaction of fundamental desires 
and self-expression in activity which is en- 
joyed in the presence of and in association 
with one’s fellow human beings has ever 
been the impelling force which has ac- 
counted for most that has happened in the 
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past to both men and women. The fact 
that in the course of time attitudes of 
mind and standard ways of procedure 
with reference to the normal and proper 
activities of each sex in securing these 
satisfactions have developed, is only to 
state that the human mind has a tendency 
to act that way, and in no way justifies a 
particular set of attitudes, nor gives them a 
claim to permanency.) 


Ipgas or Woman’s Sruzre BELONG 
_ TO Past ORDER 


The prevailing ideas and attitudes 
held by both men and women regard- 
ing the position and sphere of women 
in society and the proper organization 


and activities of the family and the 


home, are largely the product of the 
economic and social arrangements 
that prevailed prior to the industrial 
revolution, when society was organized 
primarily around the home as the pro- 
ducing unit, and before standards of 
value had become so definitely identi- 
fied with a price-and-profit economy. 
Under these conditions the contribu- 
tions of both men and women alike 
to family support were measured in 
terms of goods created and of satis- 
factions given, and not indirectly in 
terms of the price their products 
would command in the market as is 
the case today. 

Under such conditions the achieve- 
ments of women were recognized as 
productive on the same basis as were 
the achievements of men, and the pro- 
ductivity of woman was generally re- 
garded as proper and desirable, and in 
no way jeopardized her prestige in the 
group nor stood in her way, in the 
case. of the young and unmarried, of 
achieving a, husband and family of 
her own. On the other hand, it is 
quite conceivable that evidences of 
dexterity in productive activity were, 

1The Annals of the American Academy of 


Political and Social Science, Vol. CXLITI, May 
1929, 


in this system, of positive significance 
in connection with marriageability. 

The woman in this system was at 
the same time wife, mother, and čo- 
manager of the social destinies of the 
household. She was not only eco- 
nomically self-supporting, but she con- 
tributed to the support of the family - 
as well. ‘Thus, economic, social, and 
leisure-time activities were codrdinated 
into a social whole that was intimately 
connected with the daily process of 
living, and was both emotionally and 
intellectually satisfying. This is not 
to say that all individuals under the 
domestic system were completely ad- 
justed to the system or to one another 
in marriage, and that this social struc- 
ture left nothing to be desired; but at 
least there was consistency between the 
prevailing ideas regarding woman’s 
sphere and family organization, and 
the mode of behavior of the majority 
of individuals with respect to the fam- 
ily. Thus the basis for many of the 
present-day conflicts was absent. 

Under the old order, woman’s eco- 
nomic contribution to the family was 
made, as was that of the man, in the 
home and only in conjunction with - 
that of the other members of the fam- 
ily whose contribution was equally 
necessary, so that antagonistic atti- 
tudes arising from difference in the 
money value of the contributions could 
not arise. Nor did the early situation 
provide a choice between the so-called 
feminine occupations in the home and 
the chance to make an economie 
contribution by selling her services for 
money. Furthermore, this system, in . 
so far as it offered no economic or social 
existence outside of marriage, tended 
to crystallize thinking around early 
marriage as the only possible avenue 
of life, and the early and rapid ap- 
pearance of offspring tended to make 
for relative permanency in the marriage 
relationship. 
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CuanGEs ‘Dux TO INDUSTRIAL ` 
REVOLUTION 


The situation today has entirely 
changed. Modern industrial processes 
have robbed the home of almost every 
vestige of its former economic func- 
tion. The loss of usefulness, so far as 
middle-class women and families 
are concerned, had its origin in the 
industrial revolution and the domi- 
nance of the capitalistic organization 
of society. The husband followed 
productive activity out of the home 
into the factory. Thus, to quote 
Beatrice Hinker: 


If the profound changes that occur in 
human society can beaccounted forsolely by 
surface movements, then it would be nearer 
the explanation of modern marriage diffi- 
culties to say that the seeds of these difficul- 
ties were sown when men began togo outside 
the home for their occupational interest.* 


The woman stayed behind, lost 
contact with her husband’s productive 
interests, and in time her activities 
came to be limited largely to unpro- 
ductive domestic labor, or to a life of 
ease and idleness. Women thus be- 
came more dependent and helpless, 
and this dependence was crystallized 
- by the nineteenth century into the 
““woman-in-the-home” ideal, which, 
once having taken root became the 
basis for later rationalizations as to 
the differentiation of functions between 
the sexes. These in turn became the 
basis for future arguments in favor of 
the rightness of the prevailing notions. 

In the present system, the work left 
for women to perform in the home con- 
sists largely of services. In the homes 
of the well-to-do, labor-saving devices 
have reduced even the service contri- 
ution of the woman to a minimum, 
and this service contribution is fre- 
quently made by a paid servant. In 


2“Changing Marriage, a By-Product of In- 
dustrialism,” Survey, Vol. 57, pp. 286-289. 


the homes of the wage-earning classes 
the limitation of the family budget has 
kept modern industrial service ap- 
pliances from invading the home on 
any large scale, but here, too, the work 
done in the home consists mainly of 
services, which, although a contribu- 
tion to family well-being, cannot be 
said to add materially to the family 
standard of living, even though the 
good management of the wife may 
add a hundred dollars or so to the pur- 
chasing power of the husband’s salary. 
The creation of products has passed 
from the home into the factory, and 
the ability of men to provide the neces- 
sary products for their families has be- 
come indissolubly bound up with the 
wage system. Under present condi- 
tions, if the old dictum “The woman’s 
place is in the home” is to be main- 
tained, the husband must become the 
sole economic contributor to the 
support of his wife and family in a 
system where tenure of employment is 
increasingly insecure, and the wage that 
he is able to achieve, all too frequently, 
fails to support the family in the style 
that modern civilization constantly 
holds out as a possibility. Thus arises 
the conflict. The old standard dictates 
a parasitic, nonproductive, childbearing 
existence for the wife, and further im- 
plies that she content herself with lower 
standards of material comfort and well- 
being for herself and her family than 
her environment encourages her to 
desire. At the same time, modern 
industry offers an avenue whereby she 
may receive remunerative employment 
outside the home to supplement the in- 
sufficient wage of the husband or father, 
and the pressure of both need and desire 
disposes her to take the opportunity. 
The departure from accepted stand- 
ards is made reluctantly at first. The 
pressure of family need justifies it in 
individual cases, and as justifiable in- 
dividual cases multiply and the num- 
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ber involved increases, others join the 
ranks for many and varied reasons. 
As woman goes into occupations out- 
side the home in increasing numbers, 
society, which at first questioned if it 
did not condemn, begins to condone, 
and in the end concedes thedesirability 
of the change. The desirability once 
conceded, other social arrangements 
affecting the details of marriage and 
the family, which will continue to 
remain a central phenomenon in the 
lives of both men and women, are 
likely to accommodate themselves to 
the changing conception of woman’s 
proper sphere. Indeed, there are al- 
ready many significant manifestations 
of the fact that this process is already 
on the way. 


Women Work FROM NECESSITY 


It should be emphasized again that 
the entrance of women into industry 
and the professions—particularly into 
industry—has not been the result of 
conscious and deliberate revolt on the 
part of women against prevailing social 
attitudes, which for the most part they 
hold in common with society, but 
rather a change in attitude due 
primarily to new experiences forced 
upon them in the process of living in 
the present order. Dr. Gwendolyn 
Hughes Berry, in her study, “Mothers 
in Industry,” found that of 728 work- 
ing mothers in Philadelphia who were 
asked why they went back to work 
after they were married, 29 per 
cent answered, ““My husband wasn’t 
making enough”; 22 per cent, “My 
husband is dead”; 14 per cent, “My 
husband is sick”; 13 per cent, “He left 
me”; 11 per cent, “He wouldn’t sup- 
port me”; and only 11 per cent, “Pd 
rather work.” 3 

Again, of 345 married women apply- 

3 “Mothers in Industry,” Annals of the Ameri- 


can Academy of Political and Social Science, Vol. 
CXLIII, pp. 315-328, May 1929. 


ing to the employment service of the 
Young Women’s Christian Association 
in Denver, Colorado, during the months 
of May, June, July, and August, 1928, 
90 per cent were working because of 
economic necessity. According to the 
report, “74 per cent of them were 
without a husband’s support, while 
more than one half of those whose 
husbands contributed found the con- 
tributions irregular or inadequate to 
needs. One half of the women report- 
ing had no income but their own earn- 
ings; almost one half had children under 
16 years of age.” Preference was given 
as a reason for asking for employment 
by only 30 of these 345 married women. 
Of the women who worked from prefer- 
ence, only 7 had no support from a 
husband, while 22 had such support, 
although in 3 cases it was irregular.‘ 

From the same report, further evi- 
dence of the pressure of economic 
necessity as the determining factor in 
the quest of women for jobs is revealed. 
Of 103 married women applying to one 
department store for work in the same 
city, 86, or about 84 per cent, gave 
economic necessity as a reason, and 
only 8, or 7.7 per cent of the number, 
worked from preference. Of those 
reporting economic necessity, 36 were 
married, and 42 were widowed, di- 
voreed, or separated from their hus- 
bands. Thirty-two of the 36 married 
women whose husbands contributed to 
their support reported that it was nec- 
essary for them to work. Of these 
women who sought work although 
their husbands were contributing to 
the family income, nearly one third of 
those reporting had children under 
16 years of age, while of those without 
a husband’s support, 45 per cent had 
young children.’ 


4 Brown, Emily C., “A Study of Two Groups 
of Married Women Applying for Jobs,” 
Women’s Bureau Bulletin 77. 

5 Ibid. 
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Facts such as these, although ad- 


mittedly incomplete, furnish evidence: 


that a large proportion of the women 
working outside the home who are or 
have been married are working to 
contribute to the support of themselves 
and their families, if indeed they are 
not solely dependent upon their own 
earnings. 

With these facts as a basis for 
judging motives of married wage- 
. earning women, the fact that an. in- 
creasing number of married women are 
found in industry strongly suggests 
that the force of economic pressure 
upon those who have sought marriage 
and home as a career is responsible for 
their outside employment. In 1920 
almost two million of the eight million 
women employed were married; that is, 
about 9 per cent of the total in 1920, as 
compared with only 4.6 per cent in 
1890, 5.6 per cent in 1900, and 10.7 
per cent in 1910. These figures do not 
include the widowed and divorced, who 
probably constituted an equally large 
proportion of the total, and who are 
also responsible for the support of 
others. 


Economic Necessrry THE CONTROL- 
LING Factor 


From the factual data at hand as to 
motives of married working women, it 
does not appear that preference has 
‘ come to dominate, as yet, the work 
activity of women in the wage-earning 
classes. There is some evidence to 
indicate that even where preference is 
given as a reason, extra money is 
desired for the purpose of affording 
a more adequate life in the home 
rather than to provide an escape. Dr. 
Hughes, for instance, found that the 
seventy-nine working mothers in Phila- 
delphia who worked from preference 
stated as their reasons that: (a) it 
gave them extra money to spend as 
they pleased; (b) it gave a means of 


more stimulating contacts as well as a 
means of raising the standard of living; 
(e) it filled in leisure time not needed in 


_housekeeping, and helped the husband. 


Helping the husband, she reports, was 
usually associated with the desire to 
buy a home or put money in the bank. 

That economic necessity is as yet the 
controlling factor in the wage-earning 
of most women is further attested by 
a recent summary of the Women’s 
Bureau of all the studies thus far made - 
as to the contribution of women to 
family support—both married and 
single women combined. This work 
summarized 20 studies made during 
the period from 1888 to 1921, and 
includes 58,680 women. Of this 
number, more than 30,000, or 52.5 
per cent, contributed all their earnings 
to the family; over 22,000, or 38.7 per 
cent, contributed part of their earn- 
ings, and only 5,000, or 8.8 per cent, 
contributed nothing.$ 

The same report gives census data 
for four cities in 1920 concerning the 
number of breadwinners in the families 
of 31,481 employed women. In 21 per 
cent of the cases the woman was the 
sole breadwinner in the family. The 
report continues by observing that 


it is not surprising that 82 per cent of those 
widowed and divorced should have been 
without male assistance in the support of 
the family, but that 11.2 per cent of the 
women reported as married and 20.8 per 
cent of the single women also had no male 
help is remarkable. Of the single women, 
1 in 5 was without assistance of father or 
brother, and 1 in 2 was the sole bread- 
winner in their families.” 


As yet, then, working women are 
likely to regard their out-of-the-home 
activities as a necessity and in no sense 
a right and privilege. For the ma- 


€ Peterson, Agnes L, “What the Wage- 
Earning Woman Contributes to Family Sup- 
port,” Women’s Bureau Bulletin 75. 

7 Ibid. 
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` jority, such work is still a means to an 
end, and thé. end most frequently 
sought is marriage. Marriage, mother- 
hood, and the family is still the career; 
work outside the home before marriage 
is likely to be connected with the quest 
for marriage, and after marriage, to be 
a means of maintaining the home and 
the family. This is not to say that at 
some future date and for a larger 
number of women, the idea of careers 
- and independence and personality de- 
velopment may not become more pro- 
nounced, : 3 
Although it is not new for women to 
make a definite economic contribution 
to family support, the conditions under 
which she makes the contribution are 
of considerable significance as affecting 
the type of family organization. There 
is a great difference between wives and 
_ husbands working together on a com- 
mon industrial enterprise in the home, 
and both men and women leaving home 
to work independently. The old con- 
ception of the family as a unit of opera- 
tion on a production basis, to be sure, 
was abandoned when husbands left 
home to enter industry; now the mi- 
gration of women into industry and the 
professions would seem to complete 
the overthrow of the earlier form. 

It is probably not amiss to ask in 
this connection, however, if it is the 
family or only the form which family 
oganization has acquired that is being 
jeopardized. It is quite conceivable 
that the family as a group of interact- 
ing individuals may be reconstructed 
around central interests other than 
that of physical productive activity in 
the home, and it is not altogether in- 
conceivable that we may come to re- 

` gard the economic independence of 
women as less demoralizing, certainly 
to women if not indeed to the family, 
than the old order where marriage 
` grew to be regarded as a means of 
livelihood. 


Working WIVES IN THE [INDUSTRIAL 
x GROUP ` 


The conditions and the attitudes 
surrounding single women in industry 
are so different from those surrounding 
women in the professions that it is nec- 
essary at the outset to separate these 
two classes of woman workers in any 
discussion of the effect of work outside 
the home on the chances for marriage. 
In the first place, the attitude of both 
men and women in the industrial 
group is vastly more tolerant toward 
the out-working of women than is the 
case in the group from which profes- 
sional women come. For the masses in 
the wage-earning group, less antago- 
nism and friction arises between the 
sexes regarding the out-working of 
women, because: (1) the out-working 
of women has come to be accepted by - 
both men and women as necessary to 
sustain life; (2) the differential wage in 
industry in favor of men still leaves a 
vestige of the feeling of superiority for 
the males; and (8) women in this- 
group do not generally blame husbands 
for the inadequacy of the wage re- 
ceived, 

The importance of the attitude of 
wives toward husbands who are unable - 
to provide the necessary wage for a 
decent living, in determining the at- 
titude of men toward women’s working, 
cannot be too strongly stressed. The 
woman’s attitude is to be explained, of 
course, by the fact that the failure of 
the husband and father’s wage to meet 
the needs of the family is so wide- 
spread among this. class of society 
that the deficiency is not attributed 
by the wife to any fault of the hus- 
band, but rather to the system. Thus 
wives can be genuinely proud of hus- 
bands who cannot support them, and 
husbands, on the other hand, can ac- 
cept the help of wives without cha- 


grin. 


» woman. 
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This attitude, particularly on the 
part of working wives, was noted by 
Caroline Manning in her study, “The 
Immigrant Woman and Her Job,’ 
when she says that only occasionally 
was the question of the woman’s 
economic responsibility met by such 
replies as “Husband no good,” or 
“Husband doesn’t like to work.” 
Much more frequently the ahswer was, 
she says, “A good man but job no 
good.” Miss Manning concluded from 
her contacts with this group that 
“the wife’s double job of contributing 
to family maintenance and keeping 
house was accepted as a matter of 
course, as if it were only natural that 
husbands could not make enough to 
support their families.” 

The causes for this more liberal 
attitude among the working masses 
need not concern us further here, but 
the fact of its existence is of consider- 
able consequence in connection with 
marriage possibilities for the working 
As pointed out above, the 
entrance of women into industry has 
` not been associated, for the most part, 
with any idea on the part of the women 
of a separate and independent career 
apart from a family life, nor has her 
experience in industry thus far seemed 
to affect to any great extent her 
chances for marriage, regardless of 
what it may have done to her chances 
for achieving a satisfactory family 
organization after marriage. The spin- 


ster is not an outstanding phenomenon . 


of the working classes, though she is by 
no means unknown there, and early 
marriages are the rule and not the 
exception. Propinquity plays a large 
part in Cupid’s activities, and the 
out-working of girls, except in those 
cases where the sexes are rigidly seg- 
regated, tends to facilitate acquaint- 


ance and widens the sphere of 
choice. 


8 Women’s Bureau Bulletin 74. 
¢ 


VOCATIONAL EXPERIENCE OF 
CoLLEGE WOMEN 


In the group above the wage-earning 
level, however, certain attitudes of both 
men and women toward self-support 
and independence tend to postpone 
marriage and frequently to eliminate 
it altogether. The postponing of 
marriage is associated in the higher- 
income groups with the prolonged 
period of education for women. 
Furthermore, with the definite .voca- 
tional slant now popular in education 
for both men and women, the attention 
of girls is focused on the desirability 
of preparation for. economic self-suffi- 
ciency, even though marriage may still 
be the recognized objective. The four 
years usually required for a college 
education, ifthey are spent in a women’s 
college, means that for many young 
women, contacts with suitable male 
companions are difficult; and after 
college, vocations must be pursued 
where opportunity permits, which is 
not always where masculine contacts 
can be easily made. 

Thus, many a young college woman, 
without any conscious or deliberate 
taboo on marriage, comes to find her- 
self, after three or four years of voca- 
tional experiente, with something of a 
vested interest in her job. This fact, 
combined with the fact that she has 
passed the age when she falls in love 
with the most abandon, tends to make 
her. less concerned with men, and con- 
siderably less attractive to them. 
Then again, if she has had any success 
in her vocation, her salary is more likely 
to meet her needs than is that of the 
wage-earning industrial woman, and 
indeed, it is likely to be somewhere in 
the same range as those of the men of 
her own age and training. 

Once started on a vocational experi- 
ence, then, the entrance into marriage 
necessitates a choice between voca- 
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tions, with the prospect of restricted in- 
dividual freedom in activity as well as 
money matters as a fairly prominent 
element in determining the choice. 
The very consciousness of this element 
of choice lurking in the background of 
thought, again tends to lend a more 
casual atmosphere to relationships with 
men, which in turn does not engender 
the type of masculine enthusiasm that 
makes the surrender of the vocation 
easy. 

In the upper-income group, the idea 
of the obligation of the male to support 
the wife and family without assistance 
from the wife is more pronounced than 
in the wage-earning group. Thus, any 
deviation from the standard which 
would allow for marriage and con- 
tinued vocational experience for the 
wife, is more likely to be met with ob- 
jection from men of this group than 
from those in the lower-income group. 
This attitude of mind on the part of 
men, when combined with their hesi- 
tancy in proposing the alternative to a 
self-supporting and independent woman 
to whom they may be ever so deeply 
drawn, frequently leads men of this 
group to seek wives considerably their 
junior, who have had little or no experi- 
ence at self-support, to whom they are 
able to offer some widening of experi- 
ence rather than a contraction thereof. 
It not infrequently happens, moreover, 
that an alert and experienced woman 
finds with astonishment that that very 
quality, when too obviously recognized 
by admiring friends, substitutes an- 
tagonism for admiration in the mind of 
the man of her affections, who begins 
to see her as a competitor for position 
in the minds of mutual friends. 

The attitude of men in the upper- 
income group toward permitting their 
wives to aid in family support, seems 
largely confined to contributions earned 
by the wife, rather than to any that 
may come through her from some one 


else in her family, whether such con- 
tributions be earned by male or female. 
Indeed, the taboo at present seems to 
be not so much against a self-support- 
ing wife as against an obviously self- 
supporting wife, or against a wife who 
by her own efforts has come to be self- 
supporting. There is, indeed, some 
reason to suspect that the male in the 
upper-incdéme class, confronted with 
the same inadequacy of earnings as 
the male: in the lower-income class, 
definitely seeks to solve the problems 
by contemplating marriage only with 
women of assured incomes. 

It is difficult to generalize in a field 
where individual differences play so 
large a part. It is obvious, however, 
from the evidence accumulated from a | 
multitude of sources, that the entrance 
of women into the professions has 
tended to postpone marriage in many 
cases, and to eliminate it altogether in 
many others. On the other hand, 
there is an increasing number of cases 
where marriage and career have de- 
veloped fairly successfully side by side, 
and an increasing number of both men 
and women who are willing to make 
the experiment. In view of the trend 
of the times it seems fairly safe to say 
that the vocational experience and the 
professional pursuits of women will 
tend less and less to act as a deterrent 
to ‘marriage. The example of those 
who successfully combine marriage and 
professional activity for the wife can 
be relied upon to stimulate still other 
attempts. 


Somr CONSEQUENCES FoR FAMILY 
ORGANIZATION 


The working of women outside the 
home, though intimately connected 
with the desire to maintain the family 
organization intact in many if not 
most cases, nevertheless necessitates 
some modification of the home struc- 
ture, since economic, social, and lei- 
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sure-time activities can no longer be 
coördinated into the social whole 
intimately connected with the daily 
process of living, as was the case under 
the old domestic system. It is this 
difference in the conditions under 
which women work that is likely to 
have far-reaching consequences on the 
family organization and the perma- 
nency of satisfactory attitudes between 
husbands and wives. Although Dr. 
Hughes found that the 728 working 
mothers in Philadelphia did not give 
up their positions as homemakers 
when they entered industry, they 
modified their homemaking arrange- 
ments in a ‘variety of ways, chief 
among which were: part-time employ- 
ment, with part-time homemaking; 
boarding with other families and thus 
practically eliminating all housekeeping 
duties; transferring duties to relatives 
living in the home; and dividing duties 
among members of the immediate 
family. 

Probably the chief difficulty in the 
present situation lies not so much in 
the fact that the old type of organiza- 
tion is being modified, as in the fact 
that as yet no new facilities have been 
developed to perform the functions 
formerly discharged by the mother in 
the home. This, however, need be 
only a temporary difficulty, in this age 
of specialization and minute division 
of labor, and the fact that we have not 
yet developed adequate day nurseries, 
codperative dining halls, laundries, and 
similar collective devices, probably 
means only that we insist on maintain- 
ing the home in a manner and through 
a means that has long since been dis- 
carded in other walks of life as 
inefficient. , 

It has not yet been successfully 
demonstrated that the mere physical 
ability to bear children carries with it 
the necessary qualifications to rear 
them. Mauch that modern psychologi- 


cal research is turning up with regard 
to parent-and-child conflicts, delin- 
quency, and so forth, would indicate 
that quite the reverse may be true. 
It may turn out that even under the 
best of home conditions, the child’s 
natural mother is not necessarily the 
best playmate the child can have. 
It is quite patent to the observant that 
the natural mother of children may not 
be the best possible person to prepare 
their food, and with modern machine 
methods in the. manufacture of cloth- 
ing, children could well dispense with 
the ill-fitting and ugly creations of their 
inexpert parents. f 

Although it is quite evident that 
children of the working class of mothers 
do tend to be upon the street, to fend 
for themselves, and to become delin- 
quent, it is by no means clear that all 
of these traits, or even a majority of 
them, .can be accounted for by the 
absence of the mother from the home 
during a major part of the day. Other 
factors apparently produce the same 
phenomena in children of unemployed 
mothers, and we cannot yet measure 
the extent to which the mother’s occu- 
pation is the cause. 


Present Economic ORDER 
INEFFECTIVE 


The most destructive factor in the 
present situation, and that most likely 
to retard the achievement of a satis- 
factory set of institutions to do most of 
the work incident to bringing up chil- 
dren—granting that mothers will con- 
tinue to have to bear them—is an 
economic system that does not provide 
a decent living for the majority of 
wage-earning families even after both 
mother and father have done their 
utmost to make it do so. A more 
adequate income would make possible 
the inauguration of a new type of 
division of labor, whereby well-trained 
individuals might as a vocation do most 
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of the work that is now done in the 
home, in a manner that would leave 
mother, father, and children free to 
spend their leisure hours together,’ free 
from the harassing details of home- 
making which most women at best do 
not enjoy, and which no woman does 
except from a sense of duty after a long 
day in the factory. 

The ineffectiveness of the present 
economic order to provide a- decent 
standard of living for the masses of the 
people must bear most of the blame for 
much of the demoralization that is at 
present witnessed in connection with 
family disorganization. 

The difficulty which confronts the 
wage-earning mother is also encoun- 
tered by the professional mother— 
namely, how to have and rear children 
in a society which has not recognized 
the need of developing new forms of 
codperative organization and of divi- 
sion of labor for accomplishing the task 
of housekeeping with the same degree 
of efficiency that is now characteristic 
of other fundamental activities. In 
addition to this difficulty, the profes- 
sional woman has the problem of 
dropping into and out of her profession 
in order to bear her children, and of 
adjusting her professional career to 
that of her husband in cases where their 
best chances for advancement do not 
happen to be in the same community. 
Since professional careers are built, 
continuity of work is a significant 
factor in their development; and un- 
fortunately, the best time to make 
strides in the profession coincides with 
the best part of the childbearing period. 
There are, of course, many professions 
which can be very easily accommodated 
to childbearing, but they are as yet 
limited. No doubt individual women 
will in time make adjustments to 
others. A few successful examples 
will mean more than much theoriz- 
ing. 


COMPETITION OF MARRIAGE AND 
CAREER 


Although there has been less con- 
crete evidence gathered as to ‘the 
motives governing women who have 
entered into professions than as to . 
those governing women who have 
entered industry, it is fairly certain 
that the professional woman does not 
set out upon a career which she delib- 
erately chooses in preference to mar- 
riage. Although it is true that 
marriage among this group does now 
have to compete with a career in other 
walks of life, the career, at least until it 
is an established fact, is regarded in 
many cases as a kind of insurance pol- 
icy in case a satisfactory adjustment 
should not be made in marriage. 

That the preparation and type of ex- 
perience encountered in the course of 
life prior to marriage may profoundly 
affect. the attitude of women in their 
marriage relationship cannot be denied. 
The type of dual réle she must play if 
she combines her profession with her 
family, makes family adjustment more - 
difficult than if the profession were 
eliminated. To forego the profession, 
on. the other hand, in order more ade- 
quately to perform the less satisfying 
details of homemaking, raises a regret, 
which, although unexpressed, may 
become a fertile source of discontent as 
the struggle with inadequate income 
and household details continues. 

These unexpressed regrets and un- 
fulfilled ambitions are frequently basis 
factors in marital discord, and not 
infrequently they terminate in divorce. 
At bottom, much that now happens to 
break up the family can.be traced to 
personality conflicts between husbands 
and wives where one or the other or 
both feel thwarted and hampered in 
their self-expression. 

The task for the future seems to be © 
to discover some form of division of 
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labor in the home where individuals 
can coöperate in a life that is mutually 
stimulating and satisfying; probably 
where the details of so-called home- 
making are done elsewhere than in the 
home, or are mutually shared by all 
parties concerned, and where husbands 
and wives are pleased each at the 
professional success of the other. 

In the meantime there will continue 


to be conflicts and broken homes; but 
it is impossible to change the trend and 


' find women back in the home under 


conditions that formerly prevailed. 
That the family will continue to be a 
going concern is inevitable; but that 
adjustments will gradually be made 
that take woman into account on a 
basis more comparable to that of man is 
equally certain. 


Dr. Viva Boothe is Assistant Professor of Business 
Research and Assistant Editor of Publications in the 
Bureau of Business Research, Ohio State University. 
Although Dr. Boothe’s publications have been mainly in 
the field of economics, the one that probably is best known 
is the volume on “Women in the Modern World” which 
she edited for Tue Annars in May 1929. 
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Family Members as Consumers 


By Roserrtr S. LYND | 


T IS usually said that the family has 
shifted since the industrial revolu- 
tion from a producing unit to a con- 
suming unit. Such a statement, while 
roughly true, masks the devolution of 
the buying of the increasingly loosely 
articulated group that we call the 
family to its several individual mem- 
bers. To be sure, the family still 
buys a house or a refrigerator, but the 
utilization of a growing array of goods 
and services is passing from total- 
family consumption to consumption by 
individuals—men, women, boys, and 
girls, of different ages and personality 
needs. 


A FAMILY OF INDIVIDUALS 


One of the outstanding complicating 
factors in contemporary urban family 
life is the necessity for adjustment 
within a total of available money and 
time of the individual expenditures of 
family members. For, as the status 
and resulting rôle of each member of 
the family has become less a matter of 
traditional parental authority and 
filial obedience or of male dominance 
and wifely submission, and more a 
matter of the inscrutable personality 
rights of each individual, these family 
members constitute less of a “unit” 
than in any former period in the history 
of the American family. The title of 
this paper has accordingly avoided the 
more customary form of “The Family 
as a Consumption Unit.” 

A human being may be viewed as an 
array of dynamic impulses and habits, 
wound up and going in response to a 
motley assortment of internal tensions 
created by the nature of the human 
organism in its interaction with the 
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culture in which it finds itself. As 
L. K. Frank has pointed out, the proc- 
esses of growing up and of effective 
adult living consist in managing one’s 
individual tensions through weighting 
them with values sufficiently congruous 
with the modal values of society and at 
the same time with one’s urgent per- 
sonal needs to enable one to present 
some socially tolerable semblance of an 
integrated front in the business of 
living. Within the skin of each of us, 
this exciting drama is played out in our 
every waking and sleeping hour until 
the end of the picture. It is because 
consumption in our contemporary cul- 
ture plays such a pervasive part in this 
drama that it is important to consider 
it in any comprehensive study of the 
family and its members. 


HANDICRAFT PRODUCTION 


Alexander Hamilton, in his “Report 
on Manufactures” submitted to Con- 
gress in his capacity of Secretary of the 
Treasury in 1791, after noting the ex- 
istence of young industries concerned 
with the manufacture of firearms, 
agricultural implements, sawed lumber, 
milled grain, dressed hides, and a few 
similar rudimentary commodities, com- 
mented on the “vast scene of household 
manufacture,” including for instance, 
in a number of districts, the household 
manufacture of “two thirds, three 
fourths, and even four fifths of all the 
clothing of the inhabitants.” Between 
1830 and 1840 the number of factory 
spindles in Massachusetts doubled, and 
they doubled again in the decade of the 
1840’s. Between 1850 and 1899 agri- 
culture dropped from 72 per cent to 43 
per cent of the United States’ produc- 
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tive output, and manufacturing and 
the extraction of minerals rose cor- 
respondingly. Over the last genera- 
tion the volume of manufacturing has 
grown from a base of 100 in 1899 to 
251 in 1930, with a high of 308 in 1929. 

This rate of increase has been more 
than double the rate of increase in 
population, and the expansion has 
been most rapid in lines producing in- 
dustrial apparatus and equipment, 
i.e., going plant machinery and equip- 
ment aimed at increasing still further 
the rate of output of consumers’ goods. 
The estimated value of industrial 
buildings, corrected for changes in 
dollar value, rose from one and one-half 
billion dollars in 1899 to over five billion 
dollars in 1927.2. Even with all the lag 
and waste inherent in our business 
processes, this increased output by 
American industry has meant an 
increment in the per capita wealth of 
the country. 

In contrast to the conditions de- 
scribed by Alexander Hamilton, today 
the great. bulk of the things consumed 
by family members are not made in the 
home, and the efforts of family mem- 
bers are focused instead on making 
money and buying a “living.” The 
buying of husbands, wives, and children 
constitutes the crucial neck of the 
bottle through which the astonishingly 
proliferated output of America’s in- 
dustrial machinery must somehow 
manage to flow to provide “an Ameri- 
can standard” of health, possessions, 
and happiness. 

In this process of buying a living, 
roughly two thirds of our national 
income now flows across the counters 
of the retail establishments included in 
the recent Census of Distribution: 


1 Preliminary figures, U. 9. Federal Reserve 
Bulletin, Jan. 1931. 

2? From L. P. Alford’s “Technical Changes in 
Manufacturing Industries,” in Recent Economie 
Changes, Vol. I, p, 136. 


department stores and other local 
retail units selling food, apparel, furni- 
ture and house furnishings, automo- 
biles, lumber and building materials, 
and like commodities. The other third 
goes to buy rent and owned houses; 
religion; medical and dental care; 
movies, concerts, and the theater; 
travel; insurance; governmental serv- 
ices such as schools, libraries, police 
and fire protection, highways, and 
battleships; corporate income plowed 
back into industry; and savings. 

It is the negotiation of the congested 
neck of the bottle noted above—a 
process of selling for business and a 
process of buying for consumers—that 
reveals what we term the “problems” 
of consumption; tensional problems for 
the manufacturer and business man 
pushed from behind by the momentum 
of modern technology and merchandis- 
ing, and tensional problems for family 
members struggling to make their par- 
ticular adjustments to each other and 
to the baffling variety and quantity of 
living that can now be bought. 


FACTORS INFLUENCING CONSUMERS 


Certain general aspects of the ten- 
sional situations in which the family 
labors must be stressed at the out- 
set. 

The consumer faces his problems 
alone, save for such counsel and support 
as other members of the family may 
happen to be able to give; while the 
productive and merchandising agencies 
operate in increasingly cotrdinated 
masses, aided by trade associations and 
acute specialized services, and backed 
by a general governmental policy 
concentrated on helping business rather 
than the consumer. 

A second general consideration af- 
fecting the consumer is the extent of 
expansion at any given time of the 
physical plant facilities of the various 
industries. Plant capacity develops 
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through the accidents and guesses of an 
individual enterprise devoted to the 


main chance for private gain. Once 


developed, however wisely or unwisely, 
under the impetus of war orders, post- 
war’ expansion, or optimistic anticipa- 
tions of volume sales, plant capacity 
operates as a powerful pressure shaping 
(often quite fortuitously and possibly 
deleteriously from the standpoint of the 
consumer) the pattern of consumer 
habits. Thus, the overbuilt automo- 
bile industry, facing a country full of 
families ‘struggling to balance their 
budgets in a depression era, is said 
to be planning, as this article is being 
written (December 1931), to launch 
shortly upon the perplexed consumers 
of the country “the largest newspaper 
advertising campaign in automotive 
history.” Also, the present heavy 
holdings of insurance companies in 
commercial paper of congregate hous- 
ing corporations are said to be resulting 
in pressure from these insurance com- 
panies against provision of new financ- 
ing for needed new types of large-scale 
housing. 

It cannot, of course, be too strongly 
stated that these and thousands of 
similar daily moves do not reflect any 
malevolent intent on the part of the 
manufacturer and the business man; 
they represent simply the orthodox 
procedures of business in seeking to 
adjust to the conditions under which it 
labors in its efforts, with its existing 
overhead, to “keep out of the red.” 
The one thing of which we can be sure 
is that the pattern of life of all of us 
(as to whether we figure in our budget 
the replacement of our car every two 
years rather than wearing it out, and 
even the proportion of our time spent 
in contemplation, reading, and playing 
with our children rather than in doing, 
using, and going to commercially ex- 
ploited things) is profoundly influenced 
by the strong arm of the manufacturer’s 


compulsion to maintain volume and 
keep down overhead. Certain other 
aspects of such pressure situations 
created by our current business folk- 
ways will be discussed below. f 

Another factor conditioning the 
general concentration and balance of 
pressures on the consumer is the diš- | 
tribution of wealth. The great range in 
amount of personal wealth possessed 
by families in the same community 
inevitably operates as a tensional fac- 
tor in the lives of those who, while 
sending their children for instance to 
the local high school attended by all 
income levels, must dress, house, and 
care for their children on a scale of 
comfort and pleasant variety below 
that of the children of the better-to-do. 
The pressures applied by industry, 
while spread generally over the com- 
munity in newspaper advertising, shop. 
windows, and on its streets, are very 
commonly aimed at special income 
levels—leaving the less favored income 
groups in the position of the small boy 
with his nose against the candy-shop’ 
window. 

Furthermore, since earning power 
bears only the vaguest relation to fam- . 
ily needs, and since production tends 
to adjust itself to the existing range of 
earning powers rather than to family 
needs, the resulting pattern of produc- 
tion of consumers’ goods tends to 
reflect not only the accidents of plant 
development, as noted above, but also 
the accidents of income concentration, 
rather than the needs of human beings 
living in families. As von Wieser has 
pointed out, “It is, therefore, the dis- 
tribution of wealth which decides how 
production is set to work and induces 
consumption of the most unnecessary 
kind.” Or as Sidney Webb has stated 
the same point, “The inequality of 
income at the present time obviously 
results in a flagrant ‘wrong production’ 
of commodities.” 
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CHANGING Concerts or SPENDING 


Living in such an exotic wonderland 
of productive capacity, the members of 
each family group set out more or less 
together but otherwise alone, on the 
adventure of buying a living. They 
immediately encounter certain subtle 
but pervasive sources of tension im- 
bedded in the traditional folkways of 
our culture as they are being reshaped 
under the impact of new conditions. 

The deep-rooted Puritan tradition of 
abstinence is being undercut by the 
_ new citizenship, which makes it a civic 

duty to spend to make the wheels of 
industry turn. The tradition that 
saving and paying cash for purchases 
are essential to sound family economy 
and to self-respect is succumbing to the 
growing habit of credit, fostered by 
- such popular devices as charge accounts 
and installment buying. The gospel 
that once prescribed cutting one’s 
expenditures to fit one’s purse is con- 
fronted by the new good words that the 
way to “get out of the red” is to push 
one’s income up another peg and that 
“youve got to spend money nowadays 
in order to earn it.” Hardship and 
“making friends with one’s luck” no 
longer wear the halo they formerly did 
as a “stern discipline” and the inevita- 
ble lot of man. Doing without, nowa- 
days, is just a “tough break,” to be 
avoided by using easy credit that 
turns wishes into horses overnight 
and telescopes the future into the 
present. 

Inevitable emotional sprains, nota- 
bly between husbands and wives with 
different degrees of indoctrination in 
the older beliefs, and between the older 
and younger generations in the same 
family, inevitably accompany such 
adjustments in personal pecuniary 
philosophy. The security of thrift and 
future reward on earth or in Heaven 
is yielding uneasily to the anxious 


excitement of spending and enjoying 


- here and now. 


A profound illiteracy is involved in 
the shift from finger-knowledge of tex- 
tiles, foods, and other .commodities to 
the present great obfuscation of the 
values inherent in commercial articles. 
The housewife may finger a heavy silk 
knowingly after the manner of her 
mother and yet be totally ignorant of 
the fact that it is tin loading that makes 
the silk “heavy” and therefore spe- 
ciously “good” according to her 
inherited equivalence of those two ad- 
jectives as applied to silk. 

Housewives are less sure today of 
“right ways” and “wrong ways” of 
doing things than were their mothers. 
The very plethora of choices bred by 
the multiplication of ingenious alterna- 
tive consumption goods by industries 
anxious to maintain volume, has bred 
teasing choices where formerly a com- 
fortable “right way” ruled. Take so 
simple a matter as buying a kitchen 
table: In addition to the old standard 
flat-topped wooden table, the choice 
today includes zine, marble, enamel in 
many shades, and monel metal tables, 
in many sizes, with and without drop 
leaves. If the housewife is drawn 
towards an enamel-topped table, she 
may be cautioned that citrous fruit 
juice will stain it permanently. And 
so the buying of so simple an article may 
become a technical problem and asource 
of indecision and personal tension. 


Cuancine NEEDS 


Another changing traditional folk- 
way concerns home ownership. Home 
ownership has always been a mark of 
substantial citizenship in this country 
—a thing regarded as too patently de- 
sirable to be debated. Today, in our 
mobile culture, with compact houses, 
and with household services increas- 
ingly performed by agencies outside the 
home, the case for home ownership by 
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large sections of our population is by 
no means so clear. To be sure, the 
build-and-own-your-own-home move- 
ment has just had the full weight of a 
national White House Conference 
placed behind it, to the accompaniment 
of wide publicity. And yet, the con- 
sumer may quite properly persist in 
asking whether the virtues of home own- 
ership, like the traditional exaltation 
of paying cash for all purchases, may 
not be an outmoded folkway; whether 
through adequately designed congre- 
gate dwellings providing group facili- 
ties for many services now wastefully 
performed in individual household units, 
there may not lie a more economical 
and efficient solution of his housing prob- 
lem in terms of the realities of 1932. 

Again, family standards of living a 
generation ago were characterized far 
more by plateaus of relative arrival 
than they are today. People did not 
get about so much. One spent one’s 
Sunday afternoons under the shade 
trees in the back yard instead of driving 
the family past new housing develop- 
ments replete with new “Tudor- 
bethan” houses bristling with the latest 
improvements. The movies did not 
bring dinner coats, service plates, grand 
pianos, and smart interior decoration 
weekly into the lives of people who ate 
in the kitchen and possessed only one 
“everyday” and one “dress-up” suit. 
Nowadays the sheltered security of 
relative arrival on a plateau of acquisi- 
tion “pretty good for people in our 
position” has given way to an uneasy 
windswept slope on which contentment 
with one’s own meager possessions is 
far more difficult. Advertising and 
installment selling see to it that the 
steady trade wind which fans wants 
never stops blowing. 


FAMILY SPENDING 


Most families still earn their money 
in the traditional way, that is, through 


a single male wage-earner or nominal 
head of the house. In an increasing 
number, the wife exchanges a portion 
of her miscellaneous productive ac- 
tivity within the home for a money 
wage for commercial services outside 
the home, and, even in families where 
the wife is not earning directly, her 
social activities frequently bear a close 
relation to her husband’s business 
position. 

The collective income of family’ 
members used to be under the control 
of the dominant member, usually the 
husband and father. Today, the tight- 
ened competition for the family income, 
owing to rising standards of living, 
multiplication of new and alternative 
consumption goods, and like factors, 
makes it more imperative than ever 
before that funds be spent judiciously, 
with an eye to the relative yields— 
short-term and long-term, personal and 
social—of competing goods and serv- 
ices. And yet never before has focused 
dominance in family spending been so 
weak or the funds of individual family 
members so loosely aggregated. Never 
before has so much of “living” been 
bought, or have children carried money 
so generally, or have consumers’ goods 
been so sedulously differentiated to 
evoke the desires of individuals of 
special ages and sexes. Never before 
has the code required of husbands 
and wives such scrupulous forbear- 
ance from domineering over each 
other’s purchases of “living” or 
from “bossing” the choices of their 
children. The new college-trained gen- 
eration of husbands and wives often 
lean over backwards in the effort 
to assure each other a modicum of 
privacy. 

“Though in wedlock 
He and she go, 


Each maintains 
A separate ego.” 
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The réle of every member of the 
family isin flux. And the upshot is the 
battle royal of contemporary family 
finance, resulting in a consumption 
crazy-quilt, and a recurring “‘first-of- 
the-monthitis”” which leaves a dizzy 
hang-over of tension. It is nearly 
twenty years since Wesley Mitchell 
wrote trenchantly of “The Backward 
Art of Spending Money,” and the 
growing fractionating of the family is 
increasing this maladroitness of family 
spending. 


CONFLICTING INTERESTS 


As suggested earlier, a major diffi- 
culty besetting the consumer is inherent 
in the fact that different hands in this 
game are being played according to 
different sets of rules. A citizen earns 
his living under a set of rules whereby 
he may lose his job overnight, through 
no one’s “fault,” while he pays for his 
home under rules that require unin- 
terrupted payments, job or no job. 
Considerations of business profit domi- 
nate our culture at the same time that 
we profess as a Nation to regard the 
home as our basic and most important 
institution. One Government bureau 
sends out popular bulletins on thrift 
and family budgeting at the same time 
that the Bureau of Standards is for- 
bidden to make available to American 
families the specific brands which the 
Government buys for its own use at an 
annual saving of millions of dollars, 
after detailed performance tests by the 
Bureau. One Government bureau ad- 
vises in a radio broadcast the eating 
of less meat during hot weather for 
the sake of the health of citizens, 
and another Governmental agency 
promptly blocks the diffusion of such 
counsel to citizens because it hurts 
business. Education professedly seeks, 
with its enormous annual expenditures, 
to help citizens to live effectively; and 
yet no public school superintendent 


known to the writer dares attempt a 
candid, explicit education for consump- 
tion that would invade with the meas- 
uring stick of science the maze of 
conflicting claims on the cartons of the 
commodities on the shelves of local 
merchants. 

One of the most interesting aspects of 
this confusion in the rules of the game 
is the widespread sincere belief among 
business men that the consumer 
controls production and distribution 
through his rational choices from 
among possible goods and services. 
That is to say, there is only one set of 
rules—those of the consumer. 

Yet, was it the consumer that created 
the new merchandising technique of 
“deliberate obsolescence” that has 
become intrenched in the automobile 
industry and is permeating other in- 
dustries? Was it consumer fickleness 
and perversity that put the Empress 
Eugenie hat on the market in the 
Summer of 1931, rode the style to a 
wild gallop, and left the horse dead by 
the road two months later, after some 
millions of women had bought sup- 
posedly winter hats that became passé 
before the autumn leaves turned? 
How much responsibility for the pres- 
ent proportions of the beauty industry 
in America should the consumer as- 
sume? In 1931, for the first time, 
such a magazine as the Ladies Home 
Journal carried more cosmetic adver- 
tising than food advertising. 

The answers to these questions are 
not easy. The personal insecurity of 
woman, in a culture where her old 
sources of status and security in steady 
childbearing and household produc- 
tion have dwindled and her status must 
constantly be won and re-won by 
personality and attractiveness if she is 
to get and keep a husband under the 
dissolving bans of modern marriage, 
has played a large part, for instance, in 
her increased utilization of beauty 
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devices. In a sense, the consumer 


does control production; but the diffi- 


culty lies in the assumption that it is 
“rational consumer choices” that con- 
trol production. Once take the as- 
sumed high degree of rationality out of 
consumer choices: and recognize the 
consumer’ as a hard-beset mariner 
willing to make for almost any likely 
port in a storm, and it becomes largely 


a question of whose signal lights can 


beckon to him most alluringly. 


Repucine CONSUMER RESISTANCE 


And this lands us in the problem of 
advertising. Here we see vividly the 
process of the two sides of the table 
playing by different rules—advertising 
attempting to capture a market, while 
the consumer aims to select the best 
available article, all things considered. 
: Gillette Razor bets Lambert, the man 
who “put over” the Listerine cam- 
paign, a million dollars against the 
gamble of his time without salary that 
he cannot “halitosize” the Gillette 
razor blade; and the current heavy 
advertising campaign depicting indig- 
nant wives threatening to leave hus- 
bands because they do not shave twice 
a day, and other similar domestic 
scenes, is the result. 

The development of national brands 
undoubtedly makes for a higher gen- 
eral level of quality, but the price in 
confusion is great. A study of 5,000 
Milwaukee ‘consumers’ habits showed 


them in 1931 to be using 22 brands of ` 


canned milk, 115 brands of packaged 
coffee, 76 brands of tooth paste, 68 
brands of mouth wash, 73 brands of 
shaving cream, 256 brands of tooth 
brushes, and so on through most of the 
other hundreds of commodities for 
which the two thirds of the family 
income is spent. 

Dealers currently report an increas- 
.ing instability of consumer demand 
among brands—which means that 


under the pounding of rival merchan- 
dising claims, the consumer is appar- 
ently floundering from brand to brand 
at an accelerating speed. In other 
words, popular education in the form of 
advertising is continually opening and 
reopening issues and decisions that 
might conceivably in this complex 
culture be relegated to the status of 
useful habitual modes of reaction. 
Mazur says in his American Prosperity 


(p. 48): 


But should advertising ever really limit 
itself under, judicial oath to tell the whole 
truth, unvarnished and unadorned, wee 
betide confidence in America’s products 
and industry.... If ‘the whole truth 
were really told, the career of advertising 
would degenerate from the impact of a 
powerful hydraulic hammer to a mildly 
reproving weak slap on the wrist. 


Is the baffled consumer interested in 
“the career of advertising” and in 
having it deliver “the impact of a 
powerful hydraulic hammer” on his 
head? Or is there something funny 
about all this—like the football game 
in which a bewildered player ran the 
wrong way and made a touchdown 
against his own team? 

Living as a husband or wife or boy or 
girl in these 1930’s is a nerve-racking 
affair under the most favorable cir- 
cumstances. Impelled from within by 
the need for security in the most emo- 
tionally insecure culture in which any 
recent generation of Americans has 
lived, beset on every hand by a public 
philosophy that puts not the quality of 
family living but the health of business 
first, untrained by education in the 
backward art of spending to live, but- 
tressed by his government only against 
a few of the grossest abuses of his 
efforts to buy an effective living, the ` 
consumer faces a trying dilemma. He 
can expect little help and much per- 
sonal confusion in buying his living, 


FAMILY MEMBERS as CONSUMERS 93 


and yet it is chiefly through buying life 
that he must live in this intricately 
‘specialized and vicarious world. 

In the face of the aggravating slow- 
ness with which life yielded its fruits 
in a handicraft era, the consumer 
balanced his tensions by values heavily 
loaded on the side of “patience,” 
“thrift,” “steadfastness,” “independ- 
ence,” “abstinence,” and the negative 
values which imputed “sin” to “world- 
liness” and “great possessions.” 
Many of these old flags are down, their 
values torn to bits by the steady march 
of a secularized world. 

‘Today it is not the slowness with 
which life yields its fruits to the even 
turn of the seasons that heightens our 
tensions, so much as the appalling 
opulence of the living all about us 

. beckoning to be bought—college edu- 
cations, summer camps in Maine for 
our children, space and relief from the 
pressure of the pace of urban life, the 
wizardry of costly medical care, beauty 
of person, and all the rest. Differen- 
tial pressures beset men and women, 
boys and girls, to be beautiful, to dress 
pleasantly, to be slender, or asking 
“What will you be earning at 45?” 
Ceaselessly, in season and out, business 
interests condition each of us by 
“powerful hydraulic hammers” to 
weight our tensions with their com- 
mercially inspired values. 


IMPULSE INSTEAD or JUDGMENT 


Consumption, therefore, while nomi- 
nally concerned with buying a “living,” 


in all the potential richness of that 
word, side-slips with many of us into a 
job lot of substitutive reactions. Too 
sorely beset within and without to have 
a decent judgment as to possible values 
nicely adjusted to our wants as sober 
personalities, we cover our confusion 
by jittering up to the bar and ordering 
“Same as the rest.” Surely this great 
unrest within us will be quieted if we do 
what the advertisements say and what 
the crowd do! We vote the good 
fellow ticket straight, buying and 
throwing away our Eugenie hat as 
much by ritual as the followers of the 
winning team toss their hats over the 
goal posts, or setting ourselves up by 
surprising the boys by our “swell new 
Buick.” We link our consumption 


.into orthodox chains of proper items, 


each white elephant holding fast the 
tail of its fellow. 

The 1929 report of the Philadelphia 
Housing Association notes that in 1920 
there were in the City of Philadelphia 
737 sheriff’s dispossess writs to separate 
Philadelphia consumers from houses 
they could not pay for. The decade of 
the twenties was marked by a cus- 
tomary unplanned shortage of houses 
followed by a customary unplanned 
fever of building houses, and thousands 
of Philadelphia consumers bought what 
they could get in a seller’s market to 
keep a roof over their heads. Steadily 
the total of sheriff’s writs rose through 
the decade to 9,098 in 1928 and to 
11,918 in 1929. Of such is the King- 
dom of Consumption. 


Dr. Robert S. Lynd is Professor of Sociology at 
Columbia University, and is co-author of “ Middle- 
town.” He was formerly permanent secretary of the 
Social Science Research Council. 


Social Change and the Family 


By Lawrence K. FRANK 


F we are to understand the rather 
bewildering situation in family life 
today, we shall have to go behind the 
social and economic situation and at- 
tempt to reveal what is happening to 
men and women. It is not enough to 
repeat the catalogue of economic and 
industrial changes if we do not go 
further and ask what they imply for 
the conduct of men and women gen- 
erally, and more especially in the 
association we call marriage. 

From many discussions of the home 
and the family, one might gather the 
impression that there were grave 
difficulties in altering our traditional 
domestic economy over to the new. 
It is frequently suggested that living 
in a multiple-family dwelling, buying 
bread, cooked food, and canned goods, 
sending out the washing to the laundry, 
using gas and electric power, riding 
in automobiles, using rapid transit, 
and otherwise utilizing the manifold 
conveniences and comforts of urban 
life were so baffling that the home and 
the family could not cope with them. 

Again, it is often asserted that tech- 
nical changes in industry and business, 
the growing size of establishments, the 
use of power machinery, the operation 
of chain stores, and other aspects of 
the contemporary industrial develop- 
ment have revolutionized social life; 
but just how those changes react upon 
the family is less clearly indicated. 


MATERIAL CHANGES EASILY ACCEPTED 


If one reflects upon the situation and 
reviews his or her own recent experi- 
ence, it is readily seen that no great 
diffculty is encountered in adopting 
modern ways of living, with their 
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conveniences and inconveniences, their 

gadgets and their refinements. In- 

deed, it is so easily accomplished that 

a family or an individual from the 

back woods may come to the big city 

and be thoroughly urbanized in a few 

months’ time, so far as acceptance of - 
modern urban living is involved. 

What we are prone to forget or ignore 
is that the material culture—as the 
anthropologists term this array of 
tools and equipment, techniques and 
skills—is readily changed, but the non- 
material culture of custom, tradition, 
codes of behavior, ethics and morals, 
and the mores or folkways of behavior, 
is less plastic. Long after the material 
culture has changed, the patterns of 
conduct which governed man’s be- 
havior in that former material culture 
will still be observed, producing con- 
fusion and dismay and often misery 
and distress as he struggles to reconcile 
the old with the new. An illustration 
of the cultural lag can be found in the 
industrial situation. The introduction 
and widespread adoption of machinery 
and modern technology in factories 
displaced the older handicraft; yet 
the customs of the older culture per- 
sisted in the law of master and servant 
and in a variety of traditions and an- 
cient standards of conduct which we 
see today in many problems of in- 
dustrial relations. 

If we are to gain some insight into 
family life and the marriage situation 
today, we must address ourselves to 
these less apparent aspects of the 
situation and, if possible, discover how 
far the traditional folkways and pat- 
terns of conduct for men and women, 
for parents and children, are being 
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frustrated and distorted by these 
changes in the material culture we are 
witnessing. In other words we must 
attempt to reveal the impact of the 
changing economic life upon personality 
and mating. 


EARNING A Lrvine 


Perhaps the most direct evidence of 
the effect of the changing social- 
economic situation upon the individual 
is to be seen in earning a living. At 
the outset it is well to remind our- 
selves that today it is largely a question 
of earning a living, while a few genera- 
tions ago it was a question of making 
a living. Then, the individual man 
and woman was for the most part 
engaged in agriculture or handicrafts 
in which strength, skill, patience, and 
endurance bulked large. Money, as 
income and as expenditure, played a 
relatively small rôle, as the following 
extract from the diary of a New Eng- 
land farmer clearly shows: 


My farm gave me and my whole family 
a good living on the produce of it and left 
me, one year with another, one hundred 
and fifty silver dollars, for I never spent 
more than ten dollars a year, which was 
for salt, nails and the like. Nothing to 
eat, drink or wear was bought, as my farm 
produced it all. 


The family was the industrial and 
economic unit, and to make a living 
a man had before-him the example of 
his father and his neighbors, with a 
body of lore and custom to guide him 
in growing food and raw materials and 
fabricating them into needed articles. 
The young woman also had her guides 
and teachers in her mother and other 
older women, who taught her the arts 
and crafts needed in her activities as 
a housewife or a spinster. 

Today the situation has changed 
completely, and even in the rural 
sections, few farmers are engaged in 
making a living; for the most part they 


are occupied in raising cash crops to 
sell in order to earn a living. More- 
over, where formerly only the most 
enterprising and courageous (and per- 
haps also the black sheep) went out 
to seek new occupations and livings, 
today, with the decline of the rural 
population and the growth of the 
urban, almost every one is being 
forced out to seek a job and to face 
new and unfamiliar conditions. Thus 
we see how, for the majority of persons, 
no longer are there safe and com- 
fortable refuges of traditional occupa- 
tions and ways of life; all are faced 
with uncertainty, often anxiety, and 
are called upon to exert themselves in 
strange surroundings with few guide- 
posts and traditions. How much this 
has to do with the current mood of 
anxiety and restless uneasiness, we 
can only speculate. 

Money income is the focus of en- 
deavor and the only means to a live- 
lihood, in earning which not only 
men but increasingly women, un- 
married and married, are engaged. 
The conditions affecting gainful occu- 
pations are therefore of prime sig- 
nificance for the family life and the 
home, since the individual man and 
woman is subject to their governance. 


INDIVIDUAL HELPLESSNESS 


The helplessness of the individual 
is perhaps the outstanding charac- 
teristic of these conditions. What- 
ever may be the individual’s capacity 
and skill, his employment is subject 
to abrupt termination or limitation 
by business depression, which closes 
down not only his place of employment 
but also others, to a greater or less 
extent, thus preventing him from 
seeking another job in a different 
location or in another industry or 
business. When times are good, he is 
subject to loss of his job through 
technical changes which render his 
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work obsolete or his particular factory 
uneconomical to operate. ‘The person 
who escapes these threats may be laid 
off or discharged because he is too 
old—at forty. 

These large and intangible factors 
creating the worker’s helplessness are 
reénforced ‘by more direct limitations 
upon his activities. The control of 
wages, hours, and output by trade 
unions and other forms of collective 
bargaining has deprived the individual 
of any but an indirect participation in 
determining his earnings, whatever 
may be his capacity or skill. 

Again, the growth of large-scale 
industrial processes, demanding ever 
larger capital investment; the rise of 
chain stores and other forms of pro- 
ductive or distributive activities, re- 
quiring incorporation, strong resources, 
and connections increasingly beyond 
the reach of the individual—all have 
conspired to close the former avenues 
to personal enterprise and initiative. 
Earning a living is being restricted to 
wage earning and salary earning under 
conditions but little amenable to influ- 
ence or modification by. the ordinary 
worker, 

Within the larger corporations, pro- 
motion is fairly slow and restricted, and 
the routine demands a conformity that 
gives. little room for individual activi- 
ties except for afew at the top. In the 
professions—law, medicine, and engi- 
neering—the overcrowding is notorious; 
and for one or two brilliant successes 
there are thousands who barely earn a 
living in the practice of their profes- 
sion, while many, after undergoing the 
prolonged training required, enter upon 
other occupations as the only way to 
earn a living. 

With the growth of child-labor laws 
and compulsory school attendance, the 
age for beginning to earn an income has 
been progressively postponed. In this 
present period of acute unemployment, 


the school authorities are urging pupils 
to continue their schooling and to defer 
seeking a job. 

The foregoing description of the 
economic situation is intended to show 
the direction of social change. In 
some sections of the country the old 
conditions still obtain, and many 
small shops and factories are still in 
operation; but it is clear that the drift 
is away from those former conditions, 
and impending changes are already at 
work upon the attitudes and beliefs of 
men and women. Lest the reader be 
led into despondency over this seem- 
ingly gloomy picture, he should be 
reminded that the introduction of the 
factory system and the elimination of 
handicraft, a century or so ago, 
brought as great if not greater changes 
of a similar character to the artisan and 
craftsman. The industrial revolution 
is still in process. 

While the individual has been ren- 
dered ever more helpless in this matter 
of earning a living, he has also been . 
progressively relieved of the frequent 
claims upon him for immediate or 
future contingencies. Through wid- 
ows’ pensions, old-age pensions and 
retirement allowances, accident com- 
pensation and often sickness allow- 
ances, industrial or governmentally 
supplied medical care and the succor of 
family welfare societies, a large portion 
of the former responsibilities and 
anxieties has been lifted from the 
shoulders of the wage earner. These 
provisions reflect fairly accurately the 
helplessness and inability of the indi- 
vidual today to make provision for 
such contingencies, and the disappear- 
ance of the older arrangement of 
family and neighborhood assistance. 


TRANSFER OF Home FUNCTIONS 

When we turn to the question of 
what is this living for which an income 
must be earned, we again see a large 
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shift in process, The functions of the 
home upon which the family life was 
focused are being transferred to other 
agencies and organizations. Food, as 
we know, is to be found increasingly in 
restaurants and cafeterias, and that 
which is consumed in the home is 
prepared by canning factories, baker- 
ies, ice cream factories, and so on. 

The care of the sick and the main- 
tenance of health has become institu- 
tionalized in hospitals, sanatoria, and 
clinics, aided by visiting nurses and 
related personnel who render the care 
formerly given by members of the 
family. 

Childbirth is increasingly taking 
place in hospitals, and the care and 
nurture of the child is likewise moving 


outside of the home to clinic, nursery ` 


school, kindergarten, school, summer 
camp, playground, and youth organi- 
zation. The young adult who form- 
erly lived at home is now living in 
dormitories and bachelor hotels, thus 
leaving the family group as soon as 
wage earning begins, instead of waiting 
until marriage. With the prolongation 
of schooling, however, the economic 
dependence of the child is continuing 
„into the years when the maintenance 
of the child is probably most costly. 

The making of clothes for men and 
now for women is being industrialized, 
as is their cleaning and laundering, 
which marks another transfer of home 
functions. 

For recreation and leisure-time activ- 
ities, the home has already yielded to 
the theater for plays and moving 
pictures, to clubs and associations 
and commercialized amusements of all 
kinds. On the other hand, the radio 
is bringing entertainment into the 
home, with the possibility of television 
as a further addition to home life. 

The provision against the proverbial 
rainy day, as already discussed, is 
being cared for by social and govern- 


mental schemes of pensions, allow- 
ances, and tax-supported services. 

In the religious sphere, the home and 
the family are becoming an increasing 
object of concern on the part of the 
church leaders, while the old-time 
intimate religious life of the family 
appears to be fading out or losing 
much of its former importance and 
significance. 

These transfers and losses of home 
functions are being met by changes in 
housing. We are rapidly becoming 
residents of congregate dwellings, or 
apartment houses as we call them, 
where we live as tenants, paying rent. 
The home as a secure haven and as a 
symbol of solid achievement and status, 
is passing, so that we may in truth refer 
to the homeless millions, who occupy a 
house or an apartment only so long as 
the rent is forthcoming. This home- 
lessness is reflected in the frequent 
moving from one apartment to an- 
other, since our complete lack of 
responsibility or concern, save for the 
rent, prevents the formation of ties to 
the particular dwelling we inhabit. 
In this connection it should be remem- 
bered that by paying rent we are pro- 
vided with all the services which 
members of the family once performed, 
such as maintaining the heating and 
hot water, removal of garbage and 
trash, cleaning the premises, repairing 
equipment, and the like, not forgetting 
the use of gas for cooking and electric 
power for lighting, and the innumer- 
able household chores they have wiped 
out. 


Former Goats Arg PASSING 


Thus stripped of its functions and 
responsibilities, the home no longer is a 
focus of human endeavor and interest, 
but is becoming rather a place at which 
various services are rendered, for which 
the payment of a money income is 
necessary. Home ownership is ceasing 
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to be the goal of striving it once formed 
_for the family; houses are purchased or 
built for financia] reasons, and mort- 
‘gages are not reduced except when 
required. 

Other goals are being relinquished in 
this shift of home functions. To own 
property, especially land and a house, 
was once the chief aim of a family and 
the mark of its solid worth in the 
community. Various furnishings also 
occupied a special position in the fam- 
ily aspirations and were objects to be 
sought through thrifty saving. But 
installment purchasing has changed 
that, and as the automobile and the 
radio have superseded the piano and 
other prized items of furniture, the 
‘need for waiting and saving has 
passed. The car and the radio are not 
goals, they are necessities and are 
purchased as such, to be paid for “on 
time.” 

Status in the community has long 
been the goal of endeavor, but today 
has a limited appeal. The restrictions 
upon small enterprise and industry 
have closed the door to the usual 
route to respectable competence and a 
dignified position in the community, 
and the frequency of moving about in 
large cities has rendered the neighbor- 
hood of little account except to the 
children. The prestige of the compe- 
tent housekeeper and mother of a 
family has diminished with the simpler 
function of the household and the de- 
crease in number of children. 

Children have been both a goal and 
the focus of family endeavor; but with 
the declining birth rate they are play- 
ing a somewhat altered rôle in the 
family. Today economic insecurity 
and conditions of urban life unfavor- 
able to child care are both to be con- 
sidered before childbearing is under- 
taken. When and if a couple has 
children, the number is less frequently 
four or five, as formerly, and more 


often one or two. The multiplication 
of child-caring techniques, each calling 
for additional expenditures of energy 
and money, has enhanced the cost of 
child rearing for the conscientious 
parents who are anxious to provide the 
best available care and treatment for 
their children. 


Tur Cuancine Way or Lira 


While we rapidly note the passing of 
these different goals and enumerate the 
loss of home and family functions, we 
cannot too much emphasize that the 
disappearance of these various activi- 
ties and strivings marks the passing of a 
way of life. ‘To marry, have children, 
acquire property, gain a position of 
respect and dignity in the community, 
share in the common body of beliefs 
and affirmations about the universe 
and man’s place therein—these made 
up a way of life to which the teachings 
of family, school, and church and the 
sanction of government and religion 
were all directed. Young people grew . 
up in a society where the patterns 
appropriate to this way of life were 
ready-made, and, while they often 
criticized their stodgy parents and re- 
volted against their demands, middle 
age found them more or less settled into 
the ruts of conformity, since there were 
no socially sanctioned alternatives. 

The patterns for this older way of 
life remain, but the social-economic 
situation to which they were addressed 
has altered. Young men and women. 
face either frustration in their efforts to 
conform to the older patterns, or con- 
fusion and anxiety as they explore for 
new patterns of conduct. These frus- 
trations and anxieties are the dominant 
aspect of home and family life today. 

The young man who would fulfill the 
older conception of a competent male, 
ambitious, enterprising, prepared to` 
support a wife and family, faces a most 


perplexing situation. What kind of a 
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job shall he seek, what career shall he 
undertake, what scale of income shall 
he adopt as his goal? The young men 
of today, coming out of high school or 
‘college, are beset with such questions, 
since they must have some program or 
aim by which to guide their efforts and 
to measure their achievements. No 
less is the young woman bewildered 
and adrift or acutely miserable under 
the authority of tradition and the im- 
pulsion of present-day movements. 

There are a few fundamental pat- 
terns and needs which determine in 
large measure the conduct of the indi- 
vidual and his mating. These touch 
his security, his reassurance, and his sex 
functioning; and if we are to under- 
stand how social and economic changes 
are affecting men and women, we must 
seek some illumination on these funda- 
mentals and their fate today. 


Tur PERSONAL Goan 


Security for an individual is relative 
—not absolute; it is defined by the 
reach of the individual’s aspirations 
and ideals. As he pictures himself, as a 
man, as a worker, as a husband, as a 
father, in the various other réles which 
as a male he must play immediately or 
in the future, he creates an ideal self— 
the kind of man he would like to be. 
This is compounded of all the images 
and experiences he has had of real and 
imaginary men, in books and plays, and 
it becomes the secret goal and ambition 
of his life. To the extent that this ideal 
self is congruous with and sanctioned 
by the social-economic life around him 
and is within the reach of his real 
abilities and talents, it may be thor- 
oughly realistic and desirable, giving to 
the man who cherishes it an admirable 
purpose and stability. Until he does 
achieve those purposes and fulfill those 
ambitions, he must remain anxious, 
apprehensive of check or defeat—in a 
word, insecure. . 


This insecurity, however, is of the 
man’s own making, for it represents 
what tasks he has measured off for 
himself against the world. To his aid 
he may summon mighty forces of 
religion to give him a feeling of related- 
ness to the visible and the invisible 
universe and a belief in his own im- 
portance to whatever power lies behind 
the universe. He may invoke the 
strength of his family position and 
status to reénforce his own immature 
prowess and win for him the opportuni- 
ties to show his ability. He may call 
upon his age and sex mates for assur- 
ance of his fitness and comparative 
capacities. Within himself he may. 
find a large resource of quiet confidence 
in his readiness to meet life and its 
demands, if he has been fortunate 
enough to grow up in an atmosphere 
favorable to such inner peace., Beyond 
these ministrations to his security he 
may have access to affectionate inti- 
macy in the love of his parents and later 
of his own mate and children, which 
will give him the most potent of all 
reassurance to meet the world. 

But if one builds up for himself an 
ideal that is beyond his actual abilities, 
that is torn with internal conflicts or is 
irreconcilable with the actual social, 
economic, and political life in which he 
must live, then his aspirations and 
ambitions will betray him into endless. 
anxiety and fear, leading him into vain 
endeavors for a security he can never 
achieve. The resources of religion, of 
family status, and of contemporary 
regard will avail little in this struggle, 
for he bears within himself the real 
source of his insecurity, for which no 
external reassurance will avail. 


Tue Youne Man’s OUTLOOK on Lire 


This is in large measure the situation 
of the young man today, for the dis- 
crepancy between the patterns offered 
him by a tradition (an older way of 
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life) and the changing social-economic 
conditions, gives rise to acute anxiety 
and perplexity. There is no security 
either in himself or in the social life 
around him, and the sources of reas- 
surance have been depleted if not 
eliminated through the very process of 
change, undermining religious beliefs, 
family status and position, and the 
power of contemporary associations. 
This anxiety and dismay have infected 
the older men and women too, so that 
their affection is troubled and they can 
give little intimacy to their children. 

What, asks the young man, can I do? 
What should I do? What is worth 
striving for, amid all this confusion and 
turmoil? What picture of myself can 
I construct as an ideal to be achieved 
with all the abilities and energies I can 
command? To these questions the 
young man receives dubious answers, 
since the old patterns are not appli- 
cable to the new organizations, the new 
operations, and the new set of eco- 
nomic, .pecuniary arrangements now 
emerging from our obsolescent insti- 
tutions. As yet, the new patterns 
which will guide the young man of 
tomorrow have not been created. In 
endless experiments and many futile 
efforts this generation is seeking them, 
but it has not clarified or stabilized 
them or given the sanctions needed for 
authoritative use. 

According to the once popular view, 
a man’s love was “a thing apart” 
from his work and position, and his 
marriage and family life were quite 
removed from his occupation. But 
this view will scarcely survive against 
the contrary evidence today. The 
man looks to his wife for recognition of 
the man he hopes to be, seeking from 
her the reassurance he needs to achieve 
his ambitions. He must have aspira- 
tions and ideals to lay before her as an 
earnest of the true self he hopes to at- 
tain and as a touchstone of her faith 
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and love for that self. If his ideals are 
shaky or dubious and he is filled with 
anxiety, he has little to offer or to gain 
in his mating. Or if his ambitions are 
high but incompatible with the new 
conditions of life, then he is threatened 
with heightened anxiety from without 
and from his wife’s too trusting faith in 
him. If he has overrated his prowess 
before marriage, he faces his - wife’s 
reproaches or her silent disappoint- 
ment, even when he has fought the 
good fight against overwhelming odds 
—changed conditions making that kind 
of success impossible. Ii he has too 
modestly pitched his hopes, while an- 
other succeeds, often by fortuitous cir- 
cumstances, he may feel inferior and 
lose her esteem. These mischances 
and dismays are not so much the failing 
of the man as they are unavoidable 
situations of a changing social life, 
wherein the young man can find no 
unequivocal patterns to guide him. 

There is no need for elaborating upon 
this theme. Any one with insight and 
awareness can see on all sides the 
tragedy of marital discord engendered 
by this insecurity and the lack of a 
compelling way of life. 

The ego ideal, or persona, of an in- 
dividual, the picture of himself as he 
hopes to be, is the most important 
aspect of an individual, and when it is 
confused and weakened, his whole self 
and all his relations are disturbed. 
Especially are his marital relations 
disturbed, since the need for recogni- 
tion of the ego ideal and for reassurance 
are as important as, if not more so 
than, sex needs. Indeed, sex com- 
patibility is scarcely possible unless a 
man and a woman have faith in each 
other’s personality and integrity. 
Moreover, the man who lacks security 
is scarcely able to fulfill the réle of a 
competent husband, for which psycho- 
logical potency is as essential as 
physiological potency. 
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‘New patterns in mating, especially 
for the male, are imperatively needed, 
since successful mating has become so 
much more important in marriage 
faced with the loss of family functions 
and responsibilities. Men and women 
require more affection and fuller sex 
realization to compensate for the loss 
of other activities and satisfactions, 
and to sustain them under strain and 
anxiety. 


Tur Woman’s BEroGGED CONDITION 


Woman, in these changing social 
conditions, is no less insecure and 
troubled with doubt. Her traditional 
goals and patterns are gone and she 
faces the necessity not merely of find- 
ing substitutes, as does the man, but 
also oi discovering patterns for new 
activities and functions never before 
attempted by women. The conflict 
of competing loyalties is terrific and. 
her sources of security are more de- 
. pleted than are those of the man. 
Indeed, parents, education, religion, 
and art have only intensified her prob- 
lems by their conservative refusal to 
„recognize the change or help her to 
find some way of life compatible with 
her needs and new responsibilities. 

It would take several volumes to 
outline the perplexities of the woman 
today, their source, and the frustra- 
tions they are imposing upon her. In 
the field of gainful employment into 
which women have been entering more 
rapidly than men, various obstacles 
and the disillusionment about men are 
productive of attitudes and emotional 
conditions of serious import for mar- 
riage, especially marriage of the old 
pattern. We can but indicate here 
how woman is fumbling for ego ideals 
into which she can pour her hopes and 
dreams and for which she can employ 
her immense energies and capacities; 
how she might clarify her aspirations 
but dare not because men are not 
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ready to accept her vision and her 
hopes—not prepared to receive the 
new woman who will displace the 
creature of masculine tradition. 

We have today the high tragedy not 
only of bewildered men and women 
unable to find their way through these 
novel situations and circumstances, but 
of tortured personalities yearning for 
reassurance and intimacy and full 
mating, but doomed to rend each other 
through lack of insight into themselves 
and their mates and the patterns of 
conduct needed for their realization. 

What men and women are doing to 
each other, they are doing to their 
children, but in different ways. The 
child, above all, needs security, reassur- 
ance, and the warmth of affection and 
peace which his parents, preoccupied 
with their anxieties and frustrations, 
can rarely give him. Nor can the 
father and the mother who are appre- 
hensive over their own way of life 
offer tolerance and sympathy for the 
child’s bewildering experiments. 


Tur Forwarp Loox 


We cannot stand still nor go back to 
the older ways of life, since belief in 
their authority and the sanctions are 
gone. We must go forward in faith 
and hope, trying to gain some real in- 
sights and a more sympathetic aware- 
ness of the personality needs of one 
another. No one is untouched by 
these situations, and no one is free 
from the anxieties and the poignant 
need of reassurance and intimacy. 
Perhaps the largest step in the working- 
out of the new home and family life 
will be taken when men and women 
realize their mutual uncertainties and 
needs, and together face the task of 
working out the future. 

When we seek to understand the in- 
fluence of changing social and eco- 
nomic conditions upon the home and 
the family, let us remember to go 


~ 


behind the housing, the conveniences, 
and the thousand-and-one changes of 


- material culture. Let us try to en- 


visage the. groping man and woman 
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something stable and effective for those 
enduring human needs that will, some 
day, we hope, find a new fruition in . 
the good society which all this tusmotl 
and confusion will produce. 


who, amidst these changes, are seeking 
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“Identification” and the Inculcation of Social. Values 


By Marcom M. Winry ' 


HE young daughter of a distin- 

guished American novelist, whose 
father and mother had divorced and 
each. remarried, surprised a group of her 
elders at a social gathering not long ago 
by innocently blurting out: “I like 
my father’s wife much better than my 
mother’s husband.” This remark, re- 
garded by those who heard it merely as 
an example of childish frankness, has 
wide implications which should be 
apparent to any one interested in the 
changing aspects of American family 
life. Specifically, it reflects an attitude 
on the part of the child toward the 
family and marriage that would have 
been incomprehensible a generation or 
twoago. It suggests, further, a radical 
modification in the older stereotype of 
the family and family life, and, pre- 
sumably, of the associated social values. 


COMMUNICATION OF ATTITUDES 
AND VALUES 


In the present paper it is the inten- 
tion to suggest the significance of social 
values and to analyze the part played 
by the mechanism of identification in 
their inculeation. This mechanism, 
the importance of which has been recog- 
nized by psychologists, has ordinarily 
been overlooked by sociologists in 
discussions of social values. Attention 
here will be called to its importance in 
this connection. 

It is not the purpose here to enter 

‘upon an extended discussion of the 
nature of attitudes or of social values; 
for present needs, some simple defini- 
tions will suffice. An attitude may be 
regarded as a “set” of the organism to 
respond in a given manner. Thus, 
one has attitudes towards prohibition, 


towards naval disarmament, and to- 
wards sexual intimacy preceding mar- 
riage. At the same time such habit 
patterns, behavior situations, or cus- 
toms in each instance constitute the 
social values which subjectively have 
expression in the attitudes of the in- 
dividual. As Kimball Young has 


written: 


Attitudes do not exist without reference 
to value meanings. And meanings are 
related to situations of all sorts around - 
which we have constructed our habits and 
built up our series of images. Value repre- 
sents, as Znaniecki puts it, the counterpart 
to attitude. Attitudes are not developed 
in vacuo but always in reference to some- 
thing in the environment. 


In other’ words, objects (such as 
foods or mechanical devices) and be- 
havior-acts (such as those in con- 
formity with the rules of etiquette or 
the moral codes) when given a social 
reference through the process of con- 
ditioning, are not regarded with com- 
plete indifference or weighted equally. 
The world of experience, and social 
experience in particular, does not 
remain for the growing individual a 
world of neutral grays. There is 
always evaluation, normally in terms of 
standardized group evaluations that 
have been perpetuated from the past as 
a part of the social heritage. The 
objects and behavior-acts so perpetuated 
constitute for the individual his social 
values, which may be negative as well as 
positive. j 

1 Young, Kimball, Social Psychology, p. 139, 
Crofts. Also see discussion by John Markey in 
Lundberg, Anderson, Bain and others, Trends in 


American Sociology, pp. 128-135, Harpers; and 
Ellsworth Faris, “Attitudes and Behavior,” 


` American Journal of Sociology, 34: 271~281, 1928. 
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It is in the process of communication 
that attitudes and values are developed 
and acquired. Every situation involv- 
ing social interaction results in the 
creation of new values or the modifica- 
tion and intensification of older ones; all 
contacts leave their imprint upon the 
individual. In general, the stronger 
the emotional bond attaching a person 
to a given object or behavior experi- 
ence, the stronger and more intrusive 


will be his appreciation of the values 


that are involved. Strength of asso- 
ciation also presumably bears a relation 
to frequency of repetition. Where 
emotionality and repetition are com- 
bined in given situations, values and 
attitudes tend to become clearly 
defined. 

While every social situation in which 
an individual participates contributes 
to the shaping of his social values, 
some are clearly more important than 
others in the process of inculcation. 
It is in the primary groups, for exam- 
ple, that many dominating social 
values are learned, and the basis of 
what Judd has aptly called “ex- 
pected behavior” established? Simi- 
larly, many other social institutions 
constitute stimuli affecting human be- 
havior. The school, the church, and 
the law exert a molding influence and 
are examples of institutions that have 
recognized importance in perpetuating 
social values and attitudes. The sig- 
nificance of social values inheres in the 
fact that they constitute one aspect of 


_ the scale of reference in terms of which 


the world of social experience is judged, 
consciously or unconsciously, by the 
members of social groups. 


EXPLANATION OF IDENTIFICATION 

In the process of conditioning under- 
lying the acquisition by the individual 
of his values and attitudes, the mech- 


2 Cf. Judd, C. H., The Psychology of Social 
Institutions, Macmillan. 
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anism referred to by psychologists as 
“identification” plays a primary part. 
This 

consists in identifying ourselves with an- 
other individual, either real or fictitious, so 
that we experience his joys, sorrows, and 
desires as if they were our own. So long as 
the identification holds we feel that he is 
part of our personality and that we are 
living part of our lives in him.’ 


There is, in other words, a projection 
of the individual conception of the self, 
based on a broadening of the ego con- 
sciousness. Psychologists in studying 
the development of the “self” feeling 
in the individual have shown clearly 
that the concept of “self” is not con- 
fined to the body. To the baby the 
“self” is narrowly limited, and while 
he may perceive soon after birth that 
most of his own body is to be dis- 
tinguished from the bodies of others, 
he nevertheless has none of that sense 
of unity with himself with regard to the 
things he uses, the room in which he 
lives, his clothing, or his family, that is 
possessed by an adult. In other 
words, the expansion of the ego con- 
sciousness comes with growth, and it is 
only slowly that the individual is able 
to extend his feeling of ‘“‘me-ness” to 
include persons or things of wider 
range. 

Two types or phases of identification 
are discernible—personal, and situa- 
tional. With the former, which is the 
type specifically covered in the defini- 
tion quoted from Hart, the identifica- 
tion is with persons. Hero worship 
serves as an illustration. The popular 
interest in such a figure as Lindbergh 
rests upon a vicarious experiencing of 
his emotions and adventures. The 
day-dreams of the child, his imitation 
of soldiers, aviators, and gangsters, and 


3 Hart, Bernard, Psychology of Insanity, p. 158, 
Cambridge. Cf. Willey, Malcolm M., and . 
Herskovits, Melville J., “Servitude and Prog- 
ress,” Journal of Social Forces, 1: 228-234, 1923. ` 
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his adoration of fictional characters are , 
also typical. 

It is the second type, situational 
identification, that is more pertinent 
in understanding social behavior. Here 
the identification is not with in- 
dividuals but with situations, in 
which there may be many characters. 
For the individual there is vicarious 
participation based upon familiarity 
with the situation, which familiarity in 
turn rests upon a knowledge of perti- 
nent details. For example, while there 
is always in a theatrical production an 
element of personal identification, in 
that the member of the audience may 
in part identify with one of the charac- 
ters upon the stage, the reaction of the 
individual more fundamentally rests 
upon identification with the entire situa- 
tion that is being portrayed. He be- 
comes, as it were, a participant in an 
episode of life and responds to the 
changing situations not as though he 
were merely a spectator, but as though 
he himself were one of the characters 
involved. Vicariously his self has been 
injected into the unfolding situation. 

Again, it is not that the newspaper 
reader identifies himself with an es- 
caped murderer who is being pursued 
by the sheriff’s posse (personal identifi- 
cation); rather, because of the knowl- 

‘edge of details provided by the news- 
paper, he is enabled to envisage the 

_ total situation, and thus in imagination 
becomes a party in the hunt. Further- 
more, where identification with sym- 
bols is involved, as with the flag, 
basically the identification is with the 
groups or the situations for which the 
symbol stands. 

The significance of the mechanism 
that is being discussed becomes more 
apparent if it is related to two specific 
institutions that play a rôle in inculcat- 
ing contemporary social values—the 
newspaper and the motion picture. 
It is because they repeatedly portray 
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situations involving strong emotions 
(that is, symbolically present situations - 
to which the individual through iden- 
tification responds emotionally) that 
they assume importance. 


NEWSPAPERS As Impartine SOCIAL 
VALUES . 


On December 13, 1930 there were in 
the United States 388 morning news- 
papers and 1,554 evening newspapers. 
Together they circulated 39,589,000 
copies daily. In addition there were 
521 Sunday newspapers with an aggre- 
gate circulation of 26,413,000. On 
January 31, 1931 the estimated number 
of motion picture theaters in the 
United States was 22,731, with seating 
capacity of 11,800,000. The Motion 
Picture Producers and Distributors of 
America, Inc. (the “Hays organiza- 
tion”) estimates the weekly attendance 
at motion picture shows in this country 
as 115,000,000, which, even though an 
overestimate, suggests the importance 
of this agency of communication. Al- 
though figures of distribution are not 
available, it is probably not far from 
the truth to assume that these two 
agencies bring impressions to the bulk 
of the population over the age of 14 with 
varying but considerable regularity. 

As one studies the changes of a cen- 
tury in the contents of newspapers in 
this country, it becomes clear that a 
transformation in what may be termed 
the tone of the reading material has 
taken place. While no quantitative 
scale of actual measurement is avail- 
able, papers may be graded theoreti- 
cally on a scale one extreme of which 
represents complete neutrality of ex- 
pression in so far as the factor of tone is 
involved. There is, at this extreme, 


4 Editor & Publisher, International Year Book 
Number, 68: 120, 1931. 

5 Estimate of Motion Picture Division of the 
United States Department of Commerce, in 
United States Daily, Feb. 4, 1931. 
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. objectivity in presentation, simple 
* statement of. fact without embellish- 
ment, and no attempt to “play up” 
emotional qualities that may be in- 
volved. At-the other extreme would 
‘be those papers in which news material 
is colored, the emotional quality en- 
hanced by free use of adjectives and 
stereotyped words with emotional con- 
notation, and an attempt made to 
inject “human” and personal qualities 
into what is being written. Specifi- 
cally, the contrast would be between a 
United States Daily and a tabloid. As 
newspapers have sought wider circula- 
tion, there has inevitably been a shift 
from the former to the latter end of the 
hypothetical scale. 

Emotions are the great common 
denominator of men, and wide appeal 
for interest is best made in emotional 
terms. While papers differ from each 
other and even within themselves in 
this matter of style of news presenta- 
tion, it can scarcely be questioned that 
modern papers, taken as a class, in 
contrast to papers of a century ago, are 
more emotional. More significantly 
stated; the news material is so presented 
as to awaken emotional responses in the 
reader by permitting him to identify 
himself psychologically with the situa- 
tions that are being depicted. In the 
_ modern paper this is achieved by the 
simple device of including an over- 
whelming mass of detail, out of which 
it is possible to reconstruct in imagina- 
tion the setting of the incidents being 
described, and even something of the 
personality of the individuals that are 
involved. The requisite of identifica- 
tion is familiarity, and the modern 
newspaper proceeds accordingly to pile 
personal detail on personal detail; 
thereby it makes the reader the inti- 
mate of the figures of ‘the day and the 
situations in which they find them- 
selves. The newspaper characters be- 
come the readers “acquaintances ”-— 
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even his intimates—although in imagi- 
nation only. They are his heroes, his 
enemies, and their daily round becomes 
of the utmost concern to him. There 
is, in brief, familiarity bred of identifi- 
cation. 

The newspapers take the puny youth out 
on the gridiron, running track, baseball 
diamond with his favorite heroes. On the 
mystic pages the soda clerk associates with 
the big leaguers until he knows what they 
eat and how much they weigh, until he is 
the worshipper of one man and the merciless 
critic and contemner of another. The 
youth in the over-feminized environment 
can be a vicarious gangster, the henpecked 
husband can fancy himself Valentino, the 
boarding house drudge can depict herself as 
Mae Murray—~-and all for two or three 
cents.’ 

Really good news today is that which 
presents a situation to the reader in 
such a manner that a maximum of 
identification is possible. 

The fact is clear; the significance 
also is not hard to see. If the in- 
dividual identifies with the situations 
and the characters portrayed in the 
one or two “big” stories that every 
paper aims to carry in each issue, if he 
experiences the emotions of the charac- 
ters of whom he reads or the situations 
in which they find themselves, there 
will be induced in him attitudes and 
evaluations reflecting these persons and `’ 
situations. The values of the news 
story thus become the values of the 
reader. Inevitably they will modify 
his conduct and his outlook on the 
world in which he lives. Intense, 
striking, human, personal—the modern 
news story is a constant inculeator of 
values, stereotyped though they may be. 


Morton Pictures [INFLUENCE 
Patrons 


Much that has been said of the 
newspaper can be repeated of the 


§ Leech, Harper, and Carroll, John C., What's 


the News? p. 9, Covici. 
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motion picture. This agency of com- 
munication may be described as a 
visualized day-dream, in which the 
degree of identification of the audience 
is high. It is well known that pro- 
ducers strive to have the settings rich, 
to dress their heroines elaborately, and 
to have their heroes handsome. A 
recent study indicates that formal 
clothing is worn in over a third of all 
pictures produced.. The effects of the 
motion picture on values and attitudes 
constitute a problem of bewildering 
complexity; yet all evidence points to 
profound influence, not only in matters 
of dress, but in manners and etiquette, 
in standards of behavior, in ideas of 
luxury, and in countless other subtle 
ways. 

Any discussion of this topic must be 
premised upon a realization of the 
tremendous vitality that the pictures 
possess for their nation-wide audience 
—a vitality growing out of identifica- 
tion. Pictures, and actresses and ac- 
tors, by the average movie-goer, are 
taken with a seriousness unrecognized 
by observers who employ formal 
criteria of judgment. No other agency 
of communication operates under such 
favorable conditions as the motion 
picture. Darkened rooms, the exclu- 
sion of. irrelevant and distracting 
stimuli, bodily ease and comfort, 
focused attention, and the combination 
of voice, music, and visual image offer 
optimum conditions for identification 
with the situations portrayed. There 
is no need to dwell upon the fact that 
such identification prevails in the 
motion picture theater; everyday ob- 
servation testifies to it. 

How strong is the grip of the film 
world upon the patron is indicated in 
part in the vast number of letters that 
come to the desks of editors of motion- 
picture “fan magazines.” One such 
-editor receives over 80,000 letters 
a year. A single article in his maga- 
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zine discussing the relative merits of 
two screen luminaries, produced, un- 
solicited, 15,854 letters in a single 
month! Partisans whose own lives had 
become identified with the actresses 
concerned rallied to the support of 
their particular “friend.” Existing in 
imagination only, here was an emo- 
tional reality as vivid as any experience 
in everyday life itself. 


Testimony or “Movie Fans” 


It is not only intense partisanship 
that these letters portray. A surpris- 
ingly large number are self-revealing in 
that the writers naively disclose both 
deliberate and unconscious copying of 
the mannerisms, the movements, and 
the diction of screen figures, or the 
acceptance of these as preferred qual- 
ities in the opposite sex. They disclose 
the degree to which personality traits ’ 
are created, and ego ideals molded in 
relation thereto. A. few illustrations 
culled from thousands of such letters 
will suffice: 


When I saw Miss Moran wear that lovely 
dress (the one in the India scene; it is the 
one with the-tight fitting bodice and a long, 
ankle flared skirt) I went simply wild over 
it. I went five times to see that play in 
order that I might get a better glimpse of 
that dress. ... Please tell me where I 
could get a pattern of that dress. 

Here (at the motion picture) I learn what 
to wear; how to dress; how a refined home 
should look into which my clever children 
could be proud to bring their friends. 
There is.every opportunity in the movies 
for a keen, quick eye to observe the better 
way of living. 

I look upon the manners, actions, and 
general atmosphere portrayed in motion 


" pictures as the guide to what is “correct.” 


For instance, two of my girl friends were 
discussing the’ correctness of wearing gloves 
with formal evening gowns. Neither was 
sure. I had recently seen Mary Astor 
doing this very thing in “Ladies Love 
Brutes” and I told this to my friends. 
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They accepted the decision without further 
comment, 

For teaching me how to be graceful and 
- attractive I would like to hand a well- 
deserved bouquet to Garbo, One could sit 
for hours and watch the exquisite grace of 
her bearing alone. 

I have attended many movies and went 
home and arranged my home like I have 
seen at the movies; my curtains, my pic- 
tures, and they also teach how to walk and 
dress. 

I am a movie fan and like the dress of 
actors and actresses. I saw Buddy Rogers 
in a picture and I was wishing I could have 
the clothes he wore. I try to act like him 
but I can’t, he is always dressed nice. 


Each month’s mail brings hundreds 
of letters requesting information about 
the availability of dress patterns, con- 
cerning points of etiquette, inquiring 
where house furnishings of given types 
seen in motion pictures may be pro- 
cured, and so on—all indicative of the 
inculcation of moving-picture stand- 
ards. But it is the expressions of 
opinion on various matters that come 
by the thousands that testify to the 
strength of the public identification 
with motion-picture stars. 

Business interests have been quick to 
take advantage of this prestige. of 
motion-picture actresses and actors. 
A commercial mechanism has been 
developed whereby manufacturers and 
retailers of women’s clothing are ac- 
quainted in advance with the specific 
garments worn by popular stars in 
forthcoming productions, in order to be 
prepared to meet the demand that in- 
variably follows the release of the 
picture. 


Importance or ALL AGENCIES OF 
CoMMUNICATION 
Of both the motion picture and the 
newspaper, it has been said that their 
appeal is fundamentally based upon 
Sex, Shivers, and Spondulix. No quan- 
titative rating system is available to 


THE ANNALS OF THE ÅMERICAN AcADEMY 


enable the student of either to ascer- 
tain with any degree of exactness the 
extent to which these or other values 
are carried over from these agencies of 
communication to the world of every- 
day life. Yet with such testimony as is 
available, though qualitative and de- 
scriptive, it is hard to escape the im- 
pression that there is such a carry-over. 
The newspaper and the motion picture 
both stress elements that are part of the 
domestic pattern. Romance is a re- 
curring theme, and conflict within the 
family pattern is a favorite subject 
matter for both. With both there is 
strong identification of emotion. And 
when, as the motion-picture fan letters 
attest, there is copying of external 
details, it is probable that there is equal 
copying (to a considerable degree un- 
conscious) of the more subtle values 
and standards that are present in the 
papers and the pictures. 

It is because the newspaper and the 
motion picture present such favorable 
possibilities for identification with the 
materials that they present that they 
have here been singled out for special 
consideration and to illustrate how 
identifications are achieved. How- 
ever, the mechanism of. identification 
operates with other social institutions 
as well. In fact, group identification 
is fundamental to social cohesion. The 
impress of the group upon the individ- 
ual is made possible because the in- 
dividual has identified with the group 
and its symbols, just as in imagination 
he identifies with the situations on the 
motion-picture screen. 

From even so cursory an analysis as 
has been possible in the limited space 
here, a generalization may be suggested: 

Wherever conditions prevail that permit 
or induce identification of the individual 
with other individuals or situations, 
real or imaginary, the values and atti- 
tudes of the others tend to become the 
attitudes and values of the identifying 
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individual. The more intense the identi- 
fication, the greater will be the strength of 
the induced attitudes and values. Herein 
lies the importance, in considering 
social values and their inculeation, of 
the magazine, the book, the newspaper, 


. 
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the stage, and the motion picture. 
Created and designed to facilitate 
identification, an almost certain trans- 


fer of values follows contact of the - 


individual with them. And today 
such contact is almost universal. 


Dr. Malcolm M. Willey is Professor of Sociology at 
the University of Minnesota. 


He is author of “The 


Country Newspaper” and (with W. D. Wallis) of 


“ Readings in Sociology.” 


Marriage and the Law 


By Frep S. Hann 


“ C0 you are making a study of mar- 

riage laws!” The speaker, who 
was a prominent English visitor, then 
went on, “I am much interested in that 
subject. What conclusions have you 
reached concerning the indissolubility 
of marriage?” The question ‘is evi- 
dence of a widespread state of mind. 
Marriage laws. are not concerned with 
indissolubility. That is a question of 
divorce. Nevertheless, if the subject 
of marriage laws is mentioned to the 
average man, he replies by reference to 
divorce. It is the only form in which 
he can visualize state regulation of the 
marriage relationship. 


MARRIAGE AND Divorce CONTRASTED 


Though this attitude is unfortunate; 
for reasons to be mentioned later, it is 
not surprising. In comparison with 
divorce laws, marriage laws bear very 
lightly on those whom they aim to con- 
trol. In fact, most applicants for mar- 
riage licenses are scarcely aware of any 
legal regulations. In all but fourteen 
states, the law puts no speed control on 
marriage, though for divorce the neces- 
sary procedure involves a delay of 
weeks or sometimes months. For 
marriage, the applicant needs no ex- 
pensive counsel as is often essential in a 
divorce action. 


In most states there are practically ~ 


no legal qualifications for adult appli- 
cants for marriage which they need to 
know in advance. But to learn if they 
have ground for divorce, applicants 
must have counsel search the laws of 
the state or states concerned, so that 
a carefully prepared case may be 
established, adapted to the particular 
circumstances and statutory require- 
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ments, Those wishing to marry may 
usually do so wherever they choose; 
but divorce can be obtained, accord- 
ing to law, only in the state or juris- 
diction in which the defendant is 
domiciled. In the few states which 
limit marriage to residents of the mar- 
riage-license district, no stated period 
of residence is required, and as a matter 
of administration the most temporary 
residence is accepted—even the fact 
(in one case known to the writer) of 
registration earlier in the day in a local 
hotel. By contrast, the most con- 
spicuously lax divorce statute—the 
one passed in Nevada in 1931—-requires 
a residence of six weeks within the 
state. 


Marriscs Laws NEGLECTED | 


The neglect of marriage’ laws by 
those interested in problems relating to 
the family is one of the most con- 
spicuous facts in American social 


. history. In 1888 Frank Gaylord 


Cooke! and in 1904 George Elliott 
Howard wrote bitterly concerning it,? 
but their words received scant atten- 
tion. Howard declared that: 


It may reasonably be doubted whether 
any people in Occidental civilization has 
marriage laws so defective as ours. Almost 
every conceivable blunder has been com- 
mitted. $ 


In 1911 and 1912 the Commissioners 
on Uniform State Laws published two 
acts relating to marriage and récom- 
mended their adoption ‘by all states. 
In 1918 social case workers began to 


1In four articles in the Ailantie Monthly, 61, 
pp. 248, 350, 520, and 680. . 
2 In A History of Matrimonial Institutions. 
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study the subject, and this interest was 
increased after 1919 by studies pub- 
lished by the Russell Sage Foundation, 
by pronouncements of several religious 
bodies, and by organized efforts for 
better laws, promoted in several states 
by leagues of women voters and other 
organizations. Still, marriage law re- 
form, apart from divorce, has not been 
taken seriously by any considerable 
group. In contrast to the divorce law 
reform movement, it constitutes the 
program of no national or state or- 
ganization, and is sponsored as a major 
purpose by no such agencies. 

One of the reasons for the failure of 
marriage laws to gain public attention 
during all these years is the fact, 
already alluded to, that marriage and 
divorce are usually considered together. 

That fact is at once an indication of 
the usual impotence of marriage laws 
and an obstacle to efforts for their 
improvement. Public opinion is 
sharply divided concerning divorce, 
some people holding that the laws 
should be more strict, and others con- 
tending for greater liberality. The 
two groups disagree similarly as to the 
_ meaning of the increasing divorce rate 
—whether it reveals an increasing 
disintegration of family life, or merely 
gives today a legal. record of marriage 
failure, contrasting with the failures of 
earlier years which were never recorded 
because never aired in court. Dis- 
agreement on both of these divorce 


matters is possible without preventing ` 


acceptance of the vital fact that every 
divorce represents a failure of the most 


3 Hall and Brooke, American Marriage Laws, 
1919 (out of print); Richmond and Hall, Child 
Marriages, 1925, and Marriage and the State, 
1929; and May, Geoffrey, Marriage Laws and 
Decisions, 1929. See also Vernier, Chester G., 
American Family Laws, Vol. I, 1981. This 
‘ compilation presents marriage laws primarily by 
. topics and secondarily by states. In Marriage 

Laws and Decisions the reverse arrangement is 


followed. 


111 


important social institution in this 
world—the institution of marriage. 
Therefore, with the subject of marriage 
separately considered in a legislative or 
other program, it is possible to unite 
forces which can never be brought to- 
gether so long as marriage and divorce 
are regarded as parts of the same 
problem. 

Furthermore, when marriage and 
divorce laws are combined in a single 
program, as in the efforts so far made 
for a Federal amendment in this field, 
divorce gets all the attention. The 
accounts of Congressional hearings on 
these proposals cover scores of pages, 
but scarcely any mention is made in 
them of marriage laws. One impor- . 
tant witness, in 1920, became greatly 
confused when asked by a senator what 
states had the worst marriage laws. 
He could make no reply. His atten- 
tion had been centered on the divorce 
features of the proposed bill. 


MARRIAGE REQUIREMENTS 


What, then, are the regulations most 
generally applied to marriage by state 
laws? The substantive requirements 
for marriage are five: 4 


There must be freedom from 
impediments, such as inter-relation- 
ship by blood, or an earlier existing 
marriage. 
Mutual voluntary consent must be 
given. 
A minimum age must have been 
reached. 
During minority parental consent 
must be given.’ 
There must be physical and men- 
tal fitness to enter into the marriage 
4 Marriage laws, as considered in this article, 
are not held to include the large body of com- 
plicated statutes and decisions relating to the 
legal, property, and other civil rights of husband 
and wife. 

$ In some states, parental consent is required 


for all persons below specified ages which are 
somewhat less than the ages of majority. 
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contract and to meet the obligations 

it involves. 

Practically all other marriage pro- 
visions are administrative in character, 
designed to carry out these substantive 
requirements. The most important 
are the following: 


A license for the marriage must be 
issued by a specified public official, 
who is usually required to satisfy 
himself that the candidates possess 
the substantive qualifications men- 
tioned above. In a few states—to 
give time to establish qualifications 
and to guard against involuntary 
consent through hasty ceremonies— 
a period of usually five days must 
elapse between the application for a 
license and its issuance. In a few 
states, moreover, specified docu- 
ments must be filed to establish the 
candidates’ ages, proper civil status, 
or physical qualifications. 

A ceremony must be performed in 
which the candidates take each other 
as husband and wife in the presence 
of a representative of the state— 
either a clergyman or a civil celebrant 
—who must receive the marriage 
license from the candidates before 
performing his part. 

The ceremony must be registered 
with a specified public official. 


PUBLIC OPINION AND MARRIAGE 
REGULATION 


On their face, these regulations seem 
entirely adequate. Their, meager ac- 
complishments are due to the fact that 
public opinion is not behind them. 
Enactments without such support are 
unfortunately easy in American states. 
Legislators are anxious to give different 
blocs of their constituents the laws they 
ask for, if there is no important opposi- 
tion to the proposals. In the case of 
_ proposed marrjage restrictions opposi- 
tion is rarely expressed, for existing 
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restrictions have hardly troubled any 
one. 

How little real support the publie is 
ready to give to legal restrictions upon 
marriage is shown conspicuously in the 
twenty-four states which recognize 
common-law marriages. In these ju- 
risdictions the state sets up specific 
regulations for marriage and then 
sweeps them aside by recognizing as 
equally valid a marriage contract which 
has been made by two people entirely 
without witnesses or record of any 
kind. In 1832 the great Chancellor 
Kent wrote concerning marriage regu- 
lations which are thus undermined: 
“The regulations amount, therefore, 
only to legislative recommendation and . 
advice. They are not laws, because 
they do not require obedience.” © [Ital- 
ics in the original.] 

In states which do not recognize 
common-law marriages the situation is 
not significantly different. The pre- 
vailing public opinion of such states is 
shown on the rare occasions when op- 
position arises to proposals such as 
those for advance-notice laws. By 
these measures a few days’ delay is 
required between the official proposal 
to marry, as registered in a marriage- 
license application, and the marriage 
ceremony itself. If.that regulation is 
presented as a bill to avoid hasty mar- 
riages—to give one or both the con- 
tracting parties a chance for sober 
second thought—legislatures can be 
convinced that it is wise, provided 
ample exceptions are made for imme- 
diate marriage in unusual cases. But 
the proposal will almost surely fail if 
some senator points out that it will 
allow outsiders to interfere between 
two people who wish to marry. 

The interference may be because the 


6 Kent’s Commentaries (Second edition, 1832) 
p. 87. See also Hall, Fred S., “Common Law 
Marriage in New York State,” Columbia Law 
Review, Jan. 1930. 
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proposed marriage is illegal—the girl 
concerned being under the marriage- 
license age, or still of an age for which 
parental consent is required. That 
does not alter the situation. In the 
opinion of most legislators, lovers 
should make their own choices and 
accept the consequences. ‘This is more 
than sentiment; it is an inarticulate 
social philosophy. While it’ almost 
never demands the repeal of existing 
restrictions relating to marriage, it 
wishes them enforced, in the words of 
Chancellor Kent, as “legislative advice 
and recommendations” to those who 
are considering marriage, but not as 
restrictions on their liberty. Any 
marriage bills which have the latter 
aim are sure to be vigorously opposed. 

Further evidence of the attitude of 
public opinion in relation to marriage 
laws is furnished by the treatment they 
receive on the stage or the screen. The 
situation is invariably so developed 
that the audience eagerly follows the 
eloping young people in their efforts 
to evade the law, and is only happy 
when they succeed. 


Marriage Appricants DECE 
Tarm Own Fritnuss 


Marriage laws are handicapped not 
only by the lack of supporting public 
opinion; they have in addition, in their 
administrative provisions, an unfortu- 
nate heritage from the civil courts. 
This is the time-honored procedure 
which calls for testimony from the two 
parties to a controversy and assumes 
that if one of the two offers no objec- 


tions, justice is served—or at least no : 


injustice is done—in accepting the 
testimony of the one immediately 
concerned. 

Whether or not that procedure is 
adequate for its purpose in the usually 
contested civil litigations is a matter 
for others to discuss. How it operates 
in the marriage field can most clearly 
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be shown by reference to the advance- 
notice provisions of the law recom- 
mended in 1911 by the Commissioners 
on Uniform State Laws. Applicants 
state under oath that they are qualified 
for marriage.’ Five days later the 
marriage license may be issued pro- 
vided no objections have been filed. 
Such objections must be made under 
oath and a specified court hears the 
testimony of both sides. If the court 
overrules the protest, the cost falls on 
the objector. As may be expected, 
protests are almost unknown; so that in 
effect, candidates furnish the only 
testimony on the basis of which their 
licenses to marry are granted or refused. 

In other words, candidates establish 
their own qualifications for marriage. 
How completely this is so is evidenced 
incidentally by the fact that in several 
states one commonly hears it said that 
candidates ‘‘buy”’ their licenses for the 
specified license fee. To obtain the 
desired document, applicants swear 
that they have reached the minimum 
age for marriage, or the age for mar- 
riage without their parents’ consent, 
when they actually are three, four, or 
even five years below those ages. 
Feeble-minded persons marry after 
swearing that they are not, while ap- 
plicants who are venereally diseased 
(in New York) obtain marriage licenses 
on the basis of affidavits in which each 
one declares: “I have not to my 
knowledge been infected with any 
venereal disease, and if I have been 
infected within five years,” and so 
forth, reference then being made to 
alleged tests showing freedom from 
infection. 

In contrast with the willingness of 
legislators to pass laws of this futile 
type stands the long list of bills that 
are defeated each year, calling for a 

1 Usually only one applicant does so, for in all 


but seven states only one party is required to 
apply in person for the marriage license. 
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physical examination of all male candi- 
dates’ to determine the presence or 
absence of a venereal disease. Most 
of such bills, it.is true, deserve defeat 
because of their ineffective adminis- 
trative provisions; but they are voted 
down, not on those grounds but be- 
cause they interfere too seriously with 
the assumed right of a man to-marry 
with a minimum of questions asked by 
the state. In Wisconsin, when a law 
of this type was finally passed in 1913, 
it was felt necessary to provide that if a 
marriage-license candidate were in- 
digent, and so could not afford the two 
dollars for a physician’s certificate, the 
county physician should make the 
required examination without charge. 


Camp Marriace Laws 


This timidity of the state in relation 
to restrictions upon marriage is his- 
toric. Established long before or- 
ganized society had formulated its 
will, marriage was at first accepted and 
sanctioned rather than regulated. 
Eventually the conventions of social 
usage became embodied in the rules of 
the ecclesiastical and the common law. 
These relate chiefly to impediments 
which render a marriage either void 
from the beginning or voidable under 
specified circumstances. One of these 
impediments, presenting the problem 
of child marriage, is that of nonage— 
the period during which a boy or girl is 
regarded as legally incapable of con- 
tracting marriage. The incapability, 
however, is not absolute; it is optional 
with the child. That is to say, if an 
underage party desires to invalidate 
the marriage, he or she can do so by 
the mere process of separation during 
the period of nonage or by other act 
of disaffirmance upon attaining the 
legal age. In other words, those who 
are declared to be legally incapable of 
marriage decide for themselves whether 

, or not they are so-in fact. 
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Although only ten‘states have left ` 


the control of child marriages to this 
impotent common-law rule, that rule 
still stands as a menace in other states. 
This is due to the loose manner in which 
their marriage statutes are drawn. By 
general agreement the marriage license 
is the administrative device through 
which marriage laws can best be made 
effective, and efforts for better control 
of marriage center, therefore, upon a 
more careful, socialized use of that 
instrument. 

Unfortunately, however, less than 
half of the states definitely forbid 
marriage-license issuance below speci- 
fied ages.* In all other states, either 
the common-law rule is in force—as in 
the ten states just referred to—or the 
license clerk is forced to infer that 
certain provisions which make no 
direct reference to, marriage-license 
issuance are really intended to apply to 
it.2 A study made in 1923 indicated 
that this inference was usually made, 
but in a few states it was not. In such 
cases the loose common-law rule neces- 
sarily prevails. So important a matter 
as this should not be left to inference. 


COMMON-LAW MARRIAGES. 


The most fundamental of the com- 
mon-law contributions to the marriage 
law of today is the doctrine of com- 
mon-law marriage, to which brief 
reference has already been made. In 
any attempt to discover the relation- 
ship of law to the institution of mar- 


8 These states often make provision for license 
issuance below the minimum ages in exceptional 
cases. 

® Among the provisions which license clerks 
must interpret as applying to marriage-license 
issuance are the following: under-age persons 
“are forbidden to marry”; they are declared 
“incapable of marriage”; or it is provided that 
their marriages may be annulled for lack of age 
under specified circumstances. That the clerk 
is forbidden to issue marriage licenses under such 
circumstances is an inescapable inference in some 
of these cases, but in others it is a difficult one. 
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riage, no other line of inquiry is so 
fruitful as that which traces the history 
of this doctrine. For the benefit of 
those who may share the widespread 
opinion that there is something illegal 
about a common-law marriage, let it be 
explained at once that such marriages, 
where recognized—as they are in 
twenty-four states in this country—are 
just as legal and binding as the most 
solemn kind of ceremonial marriage. 
They lack social recognition com- 
pletely, and that is why they are so 
widely regarded as lacking in validity. 

Common-law marriages date from 
the earliest days of the alliance of 
Church and State. In extending con- 
trol over its adherents the Church 
recognized that it must be supreme in 
the sacred institution of marriage. 
Hence its insistence that marriage was 
a sacrament, and that the vows must 
be taken before a priest in the presence 
of witnesses. But in deference to the 
deep-rooted individualism which is 
even today a potent force in marital 
matters, the early Church did not dare 
to invalidate marriages otherwise con- 
tracted. Thus the door was left open 
to the recognition of common-law 
marriages throughout Christendom. 
Following the position taken by the 
` Council of Trent in 1563, the Hard- 
wicke Act closed that door in England 
in 1753, the Code Napoleon closed it in 
1804 for France, and later enactments 
did the same for most of continental 
Europe. ` In the United States, how- 
ever, common-law marriages persist to 
an extent unknown elsewhere in the 
civilized world. 
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Though noticeable progress in this 
particular has been made in recent 
years, attacks upon common-law mar- 
riage usually accomplish nothing. 
“Marriage is a contract,” said a lawyer 
in discussing the subject with the 
writer of this article, “and what better 
evidence of the contract can there be 
than that the two parties have actually 
lived together as husband and wife?” 
By the view which this man represents, 
the state’s function is to pass judgment 
after marriage has taken place. It 
decides not whether two people may 
marry, but whether they have married. 
Though this seems like laissez faire run 
riot in relation to marriage, it is really 
only an extreme illustration of the 
attitude held by most people in this 
important matter. 


Soca, EDUCATION NEEDED 


At its best the state can do but little 
to make marriage a socially beneficent 
institution. The most fundamental 
influences are beyond its reach. But 
even for the limited area where social 
control through law is possible, public 
opinion is not yet ready to have the 
necessary laws passed or enforced. A 
long process of social education is re- 
quired. An encouraging sign is the 
interest in the subject recently taken 
by the Federal Children’s Bureau. 
Beginning with the fiscal year of 1926, 
it has inaugurated reports on the trends 
of marriage legislation in the different 
states. These reports constitute the 
first step toward permanent organiza- 
tion in this neglected field of social 


- effort. 
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Divorce Legislation 


By J. P. LICHTENBERGER 


T IS impossible to acquire an ade- 
quate comprehension of divorce 
legislation without a clear understand- 
ing ‘of the precise nature of divorce 
itself. Marriage ideally is a life mate- 
ship of.a man and a woman based upon 
mutual and continued choice and af- 
‘fection. Upon this relationship both 
Church and State may set the seal of 
approval, but neither of them can create 
nor destroy it. 

This ideal, however, is not always 
realized in experience. Marriages dis- 
integrate andcomletoan end. Divorce 
does not destroy them. It is adultery, 
cruelty, desertion, and so forth, that 
does so. - A divorce cannot be secured 
in any state in the Union unless and 
until it can be established by positive 
proof in a court of record that at some 
specific time in the past the marriage 
de facto has been destroyed through the 
operation of causes designated as 
“legal grounds” in the state of resi- 
dence. In the absence of such proof 
the: petition is denied. Both histori- 
cally and functionally, divorce is the 
socially sanctioned customary or legal 
means by which the status of individu- 
als is redetermined and reéstablished in 
those cases in which their marriages, 
from whatever causes, have broken 
down. and have ceased to exist. 

The issue of divorce, then, is what 
control society legitimately and ap- 
propriately may exercise over the 
parties to a defunct marriage. , Obvi- 
_ ously there are several functions of law 
in respect to this problem. 

Among preliterate societies and in 
early civilizations the fact of marriage 
dissolution is recognized as a natural 
event which concerns mainly the in- 
dividuals themselves. The group takes 


cognizance only in so far as the social 
rights of persons or of property are in- 
volved, or when the social order in any 
way appears to be jeopardized. 


Function or Drvorce Law 


A major function of law, then, is not 
to prevent divorces or to render them 
less frequent, but to regularize proce- 
dure through which they are obtained, 
by the codification of approved prac- 
tices, in the interest of conformity and 
social solidarity. Group safety is 
threatened when the individual exer- 
cises unrestrained liberty; he must 
obey the “rules of the game.” This 
process of legalization involves not only 
existing methods of procedure by which 
couples terminate their marriages, but 
also the establishment of definite stand- 
ards in regard to what are commonly 
accepted as valid reasons, aside from 
death, for such termination. 

The chief functions of divorce law, 
however, in its earliest phases were the 
provision of adequate safeguards in the 
disposition of the dower or other joint 
property, and the redefinition of the 
status of the repudiated spouse, includ- 
ing the right to support or inheritance, 
the right to remarry, and the possession 
and care of children. The ancient 
codes, from that of Hammurabi to 
those of the Anglo-Saxons, the Welsh, 
and the Irish, deal almost exclusively 
with these subjects. While there was 
little or no direct effort to curb ‘di- 
vorces, there did exist the effective 
practical restraints involved in the loss 
of property or, children, or in the dan- 
ger of blood feud in case no socially 
sanctioned cause for divorces existed at 
the time, or if the personal treatment 
was too brutal. ` 
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To these coexisting and continuing 
functions, another has been added 
which has assumed, in the minds of 
many, a place of paramount impor- 
tance—viz., that of the conscious and 
purposive effort to utilize the law as a 
means of reducing the number of di- 
vorces or of preventing them altogether. 
This attitude toward divorce arose dur- 
ing the medieval period as a direct re- 
sult of the control over the marriage 
institution acquired and exercised by 
the Church. The ascetic concept of 
sex relations, the theory of the sacra- 
mental nature of marriage, and the 
consequent doctrine of its indissolubil- 
ity, as held by the Church, combined to 
constitute divorce an evil in itself, and 
to make its suppression the chief 
ecclesiastical concern. This has been 
for centuries, and continues to be, a 
most potent influence in molding the 
traditional views about divorce and in 
shaping civil legislation on the subject 
throughout the Western world. 


TREND oF Divorce LEGISLATION 


From Colonial days the control of 
divorce has been a function of the civil 
law. This was the result of the in- 
heritance from Holland, and especially 
from England, of the civil-contract 
theory of marriage in contradistinction 
to the sacramental theory which pre- 
vailed on the Continent generally. 
For the most part, however, constitu- 


tional provisions placed jurisdiction in: 


the hands of legislative assemblies, and 
the few divorces which were granted 
were by special acts of these bodies for 
causes which in their judgment were 
sufficient. Gradually but eventually 
the causes became standardized in 
the laws to include the customary 
“grounds.” This process continued 
for several decades after the formation 
of the Federal Government. By the 
middle of the century, practically all of 
the states had transferred jurisdiction 
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in divorce cases to the civil courts, 
where it now rests. The various codes 
define the methods of procedure and 
include a list of specified grounds on 
which divorces may be granted. 

Toward the latter part of the century 
it had become apparent that divorces 
were becoming much more frequent. 
In 1887 the Federal Government under- 
took a special investigation of the sub- 
ject. The report covered a period of 
twenty years, 1867 to 1886, and re- 
vealed the fact that divorces were in- 
creasing at a rate three times that of 
the population increase—a rate which 
has continued, and of late has even 
been exceeded. 

The effect of this information upon 
legislation was immediate and definite 
as might have been expected. The 
conservative forces, both religious and 
political, viewed the situation “with 
alarm” and rallied “to stem the tide.” 
The second Federal report, 1887 to 
1906, made a digest of the laws enacted 
by the states during that period which 
shows conclusively that contrary to the 
widespread impression that there has 
been increasing laxity of law and in its 
administration, the exact reverse has 
been the case. 

Marriage laws have been progres- 
sively revised with a view to the 
elimination of hasty and ill-advised 
marriages. ‘The age of consent and the 
age at which young people may marry 
without the consent of parents or 
guardians have been raised in many 
states. Some states have recently re- 
quired a period of several days to 
elapse between the procuring of the 
license and the performance of the 
ceremony. Others have required a 
doctor’s certification of freedom from 
certain venereal and other diseases. 
Still others now prevent the marriage 
of the mentally unfit. Numerous 
states have revised their laws in regard 
to remarriage of divorcees. Most of 
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these ‘have set time limits, usually a 
year, sometimes more, or have extended 
existing time limits within which re- 
marriage may not take place, several 
making all’ decrees interlocutory until 
` after one year. 

‘Divorce procedure has been pondered 
more and more strict. Safeguards 
against hasty divorce have been erected 


by making more adequate provision for . 


notice to defendant and for the ap- 
pointment of counsel to defend the suit 
if not contested, and by requiring a 
‘longer period of residence in the state, 


if complainant is not a bona fide citizen . 


of the state, before instituting proceed- 
_ings. Except in rare instances, the 
entire trend has been in the direction of 
greater stringency. 

A notable exception to these last men- 
tioned provisions, and a good sample 
of “rare instances,” is the recent action 
taken by the States of Nevada, Arkan- 
sas, and Idaho which makes them 
conspicuous because of the reversal of 
the policy. consistently adopted by the 
rest of the states. In 1927, Nevada, 
which had lagged behind the proces- 
sion, reduced her residence requirement 
from six months, the lowest in any 
state, to three, and Reno at once be- 
came famous as a divorce Mecca. On 
February 26, 1931, Arkansas, and on 
March 3, Idaho (over the Governor’s 
veto) reduced their similar require- 
ments to three months. On March 19, 
Nevada countered by further reduc- 
ing the requirements to six weeks. 
Whether other states will join in what 
is generally appraised as a retrograde 
movement remains to be seen. On the 
basis of editorial comment throughout 
the country, which regards it in the 
light of competition in the commer- 
cialization of migratory divorce business 
rather than a movement in response 
to a social need, it is not likely 
to go very far. The very fact that such 
legislation is conspicuous and calls for 
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Jein proves it A be ‘adiuaily out 
of harmony with prevailing tendencies. 

. With reference to the changes in the 
laws regarding legal grounds for di- 
vorce, no clear-cut trend appears. 
Some states have added new causes, 
while others have decreased the num-. 
ber. Some have dropped existing 
causes and at the same time have 
added new ones. No radical changes. 
have taken place'in either direction, . 
and the changes chiefly have involved 
only minor causes. At any rate, little 
effect could be produced by such 
changes. The only perceptible result 
of changes in legal grounds is the re- 
distribution of divorces on the basis of 
available grounds, without any effect 
upon their number. This is attested _ 
by the fact that there is not the slight- 
est connection between the number of 


. grounds in the several states and their 


respective divorce rates. 

On the whole, then, the trend of di- 
vorce legislation in recent decades has 
been decidedly repressive, and the 
rapid rise of the divorce rate has oc- 
curred in spite of this growing strin- 
gency of the law and not because of its 
greater laxity. 


Movement ror Untrorm Laws - 


The wide diversity. of marriage and 
divorce laws among the states has re- 
sulted in much confusion. The Fed- 
eral Court has held that the full faith 
and credit clause of the Constitution 
does not apply to marriage and divorce 
laws. Consequently a divorce ob- 
tained in one state is not necessarily 
valid in another, and a remarriage legal ` 
in one state may be null and void and 
may constitute a case of bigamy in an- 
other. This then, may affect the 
marital status of persons, the inhérit- ' 
ance of property, and the legitimacy of 
children by the second marriage, when 
persons change their residence to a . 
different state. It has been argued 
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also that this confusion in the laws is an 
active source of increasing divorce and 
that uniform laws would aid greatly in 
its restriction. 

A great deal of agitation a few years 
ago was carried on by individuals, by 
_ churches, and by other voluntary 
agencies, such as the New England Di- 
vorce Reform League. Considerable 
public interest was aroused. Sympa- 


thetic interest was taken in the matter 


by the American Bar Association, and 
about thirty-five states appointed com- 
missions to study the question. Sev- 
eral tentative uniform bills were 
drafted. In 1905, President Roosevelt 
in his message to Congress urged state 
coöperation. Governor Pennypacker 
of Pennsylvania took the initiative and 
in February 1906, at his invitation, a 
Congress of Governors convened in 
Washington for the purpose of con- 
sidering the feasibility of formulating a 
uniform law to be presented to the 
legislatures of the several states with a 
view to its general adoption. Favor- 
able recommendations were approved 
‘at this meeting and the general commit- 


tee on resolutions was instructed to | 


draw up such a law. At an adjourned 
‘meeting of the Congress held in Phila- 
delphia in November of the same year, 
it was adopted. 

This proposed uniform law was 
transmitted through the governors to 
their respective legislative bodies. Af- 
ter considerable delay it was adopted 
with some modifications by three states 
—Delaware, New Jersey, and Wiscon- 
sin. Either because of lack of.interest 
- or because of positive disapproval, 
none of the rest of the states, adopted 
it. Interest subsided, and after a few 
years nothing more was heard of the 
matter. 


EFFORT FOR A FEDERAL AMENDMENT 


Jt was now apparent that little could 
‘be accomplished by this method, and 


‘reported out of committee. 


- ever coming to vote. 
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proponents of reform turned their ef- 
forts in another direction. A Federal 
Amendment to the Constitution seemed 
the most feasible alternative. The 
first resolution on the subject was pre- 
sented to Congress in 1917 but no ac- 
tion was taken. This was followed by 
the Jones bill in 1919, which was not 
In 1922, 
Senator Albert Capper—importuned 
by the General Federation of Women’s 
Clubs and backed by several other na- 
tional women’s organizations such as 
the Women’s Christian Temperance 
Union, the American Home Econom- 
ies Association and the Daughters 
of the American Revolution—intro- 
duced a marriage and divorce bill in 
Congress in the form of a Federal 
Amendment to the Constitution. The 
bill, with minor revisions, has been re- 


- introduced in practically every session 


of Congress since 1922, but without its 
In 1924 it was 
accorded a hearing before a subcom- 
mittee of the Committee on the Judici- 
ary, but it suffered the same fate as the 
Jones bill. 

Wide publicity, however, has been 
given the subject in the public press. 
Arguments upon the merits and the 
demerits of the proposal would fill many 
volumes, and cannot be reviewed here. 
In the present state of divided public 
opinion, with the open hostility of 
many states to a law which violates 
their traditions, to what they regard as 
a Federal invasion ‘of legitimate State 
rights, or to the inapplicability of the 
law to local and diverse situations, it 
is not likely that the amendment will be 
submitted in the near future to the 
states for their ratification, or if it were 
submitted, that it would be ratified. 

It has been pointed out, further- 
more, that proponents of the bill are, 
in the main, conservatives who regard 
our present divorce laws as too liberal 
and who are seeking under the guise of 
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making them uniform to make them 
more rigid; who believe that the main- 
tenance of the legal status of broken 
marriages is the best means of solving 
the divorce problem. Even if a Fed- 
eral Amendment should be adopted, it 
is probable that the results would be 
disappointing. Virtual nullification 
would probably result, either from Jack 
of enforcement or from judicial inter- 
pretation in states which hold con- 
scientious objections to its provisions. 
Experience with the Eighteenth Amend- 
ment is not reassuring. 

Whatever else a Federal Amendment 
might accomplish (and doubtless some 
of the difficulties due to the existence of 
forty-nine different sets of laws on the 
subject would be obviated) it is hardly 
possible that the main objects of its 
advocates would be achieved—that it 
would check in any way the increase of 
divorces or that it would make any im- 
provement in our unhappy marital 
situation. 


Inerricacy or LEGAL CONTROL 


In the first place, it scarcely needs to 
be affirmed that every one that is inter- 
ested in the well-being either of the 
individual or of society deplores the 
breakdown of marriages. Upon that 
subject there is no difference of opinion. 
It is what to do about it that divides 
both opinion and action. Every di- 
voree, as we have pointed out, is the 
culmination of a tragedy in human ex- 
perience often worse than death itself. 
But the causes of these tragedies lie 
quite outside the domain of law. They 
are to be found in the frailties of human 
nature, whether hereditary or acquired; 
in the failures of husbands and wives to 
adjust themselves to each other in the 
intimacies of married life; or in the 
disorganization of their relations due 
to lack of serious purpose, inadequate 
or perverse training or attitudes, tem- 
peramental or culture conflicts, diverse 
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schematization of life, sexual malad- 
justments, changing ideals of marriage, 
varied or conflicting interests, economic 
and social pressures, or any combina- 
tion of these or a host of other similar 
factors. 

The chief reason for the rapid rise of 
the divorce rate in recent decades is the 
greater potency of these factors due to 
the passing of marriage from a coercive 
to a voluntary basis; the growing com- 
plexity of modern civilization; the pass- 
ing of the economic and other historic 
functions of the family; the greater 
economic and social freedom of women; 
the general fact that marriage ministers 
less today to the bare necessities and 
more to the amenities of life; and the 
rapidly growing conviction that the 
only ethically valid basis of marriage 
is mutual and abiding affection. Thus 
we are faced with the paradox that 
while the chances for happiness and 
personality development within mar- 
riage are enhanced, and while the cen- 
sus of the marital conditions shows 
that the percentage of the population 
living in the state of marriage is in- 
creasing constantly, still, marriages 
have become more fragile and many 
more failures result. 

What is the way out of this dilemma? 
In the nature of the case, the attack 
upon the end result of these conditions 
—i.e., upon divorce—is obviously ea 
post facto and is misguided effort. It is 
treating effect for cause. To compel 
two persons to live together when love 
is dead, or when it has turned to hate, 
is to do violence to the moral sensibili- 
ties of enlightened people. To deny 
them the possibility of regaining a lost 
paradise through remarriage is like 
passing a sentence of doom in all those 
cases in which the causes of their mari- 
tal wreck have been beyond the control 
of their wills—a condition which is true 
in the vast majority of cases. 

If legal enactments are in any way 
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to be relied upon to mitigate the situa- 
tion or to solve the problem, they will 
not be applied directly to the preven- 
tion of divorces after the tragedy of 
marriage dissolution has occurred, but 
indirectly to the improvement of mari- 
tal conditions so that the dangers of 
dissolution will be diminished. To the 
extent to which this method is employed 
wisely and successfully, the number of 
divorces automatically will tend to de- 
cline. 

Do the facts support this method of 
reasoning? As a matter of experience, 
the attempts to diminish the divorce 
rate by restrictive legislation have 
failed. So firm has been the confidence 
in the efficacy of law to control divorces 
that many have reasoned a priori that 
the explanation of increasing divorces 
has meant the loosening of legal re- 
straints; whereas we have shown that 
the very reverse is the case in regard 
to legislation, and that divorces have 
gone on increasing during the same 
period in which legal restraints have 
been tightened. In one way or an- 
other, persons whose marriages have 
failed have found some way out of the 
difficulty. 


Means or ESCAPE FROM 
Marriage FAILURE 

One of the early subterfuges was the 
resort to nullification. Even if the 
sacrament could not be undone, it still 
was possible for scholastic logic to find 
some diriment impediment to the valid- 
ity of the sacrament so that it could be 
declared nonexistent and the parties 
freed from the marriage bond as effec 
tively as by divorce. It is still possible 
to secure annulment of marriages in 
several states on grounds which do not 
admit of absolute divorce. Another 
method has been that of migration. 
While never so extensive a practice as 
has been assumed because of the noto- 
riety of a few conspicuous cases, still it 
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has been the recourse of a good many 
individuals by which they have evaded 
the inhibiting laws of their own states 
by removal to another or to a foreign 
jurisdiction where the grounds for di- 
vorce were less restricted. This has 
proved to be a temptation to certain 
states to liberalize their laws in order to 
commercialize this method of evasion. 

Another escape has been through 
judicial interpretation or by substitu- 
tion. Every one knows that the 
grounds alleged are often not the real 
causes of separation. Either the court 
has construed the law to include the 
actual grounds or their moral equiva- 
lent, or the parties have furnished the 
necessary proofs of delinquency, either 
actual or fictitious. It has been as- 
serted that a new avocation has sprung 
up in New York—that of the pro- 
fessional corespondent through whom 
evidence is furnished upon the only stat- 
utory ground for absolute divorce in 
that state. Does any one believe that 
the citizens of New York State are more 
adulterous than those of other states 
simply because all divorces in that 
state are granted on the ground of 
adultery? If other legal grounds were 
made available in New York, the di- 
vorces in that state would be distrib- 
uted among them. If it should be 
claimed that divorces in New York 
State would thereby be increased, the 
answer is that divorces in Reno and 
other places to which New Yorkers 
migrate for the purpose of securing 
them would to the same extent be 
diminished, and the total would be un- 
affected. 

Still another method of circumvent- 
ing the legal bonds of a broken mar- 
riage is the resort to clandestine and 
illicit unions. This the law can and 
does make criminal, but only with the 
greatest difficulty and in rare instances 
can the law prevent it, because of the 
secrecy of such relations. Suppose for 
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-the sake of argument that all the states 
should adopt the South Carolina law 
forbidding absolute divorce on any 
ground, while at the same time the 
present causes which lead to an in- 
creasing amount of marital wreckage 
should remain in full operation. ` Is it 
possible to imagine a situation which 
-would be productive of greater moral 
confusion? 


ReEMARRIAGE OF DIVORCEES 


Other misapprehensions seem to ex- 
ist with regard to the remarriage of di- 
vorced persons. There is a widespread 
and popular assumption that most 


_ persons who secure divorces do so in. 


order immediately to remarry, and that 
the law by prohibiting remarriage for a 
_period after the decree has been granted 
will diminish this incentive and will in 
other ways act as a deterrent to increas- 

_ ing divorce. Thus, many states either 
have made all divorces interlocutory 
for one year, or have prohibited the re- 


‘marriage of one or both parties under _ 


specified conditions until after the 
expiration of.oné or more years. There 
has: been a notable increase in strin- 
gency in legislation in this regard in 
recent decades, as explained above. 
Two fallacies appear to underlie this 
concept and the consequent legislation. 
In the first place, while we have no 

_ statistics in this country on the subject, 
‘an investigation. in Switzerland some 
years ago, where the conditions are 
fairly comparable to ours, revealed the 
fact that divorcees on the average do 
not remarry sooner than widowed per- 
sons, which might be regarded as the 
normal expectation. And when it is 
remembered that divorces are not ob- 
tained for some time after the break- 
down of the marriage, sometimes not 
until several years after, the compari- 
son is the more striking. Thoughtful 
people, however, ‘should not be sur- 
prised at this information. Often it is 
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avarlocbed that the tragedy of mar- 


riage dissolution for very, very many is > ` 


so great as to drive from the mind any 
thought of future alliances. It is prob-. 
able, therefore, that the assumption ‘of 
divorce primarily for remarriage is a 
great exaggeration. 

In the second place, what of the situ- 
ation in which the assumption is cor- 
rect, regardless of the proportion 
involved? Certainly there are numer- 
ous cases in which persons do secure di- ` 
vorces in order immediately to remarry. 
But even in such instances, the break- 


_ down of the existing marriage usually 


has occurred many months, sometimes 
several years, prior to the application 
for the decree. The cessation of mari- 


` tal relations should be dated from sepa- 


The 


ration and not from divorce. 


question then may legitimately be. 


asked, whether the deferring of the 
divorce until after all possibility of 
reconciliation has disappeared and until ' 
the desire to remarry has occurred is 
not really preferable to hasty divorce 
immediately after the break. 

In normal human experience, per- ' 
sons whose marriages have been dis- 
solved either by death or by some other 
disaster are likely after a time to form 
new attachments and to desire to re- 
establish a home and a family life. If 
it is known that such remarriage can- 
not take place when the former hus- 
band or wife is still living, until a year 
or more after divorce is secured, there 
is obviously the incentive to proceed 
hastily to the securing of the divorce in 


order to avoid needless delay in case 


such contingenciesarise. Thetendency 

of such legislation then would be to, 
speed up divorces and to increase rather 

than diminish the divorce rate. 


Errscts or Drvorce on CHILDREN 


There is space to consider but one 
more misconception—that relating to 
children and divorce. Restrictive di-. 


- Interest of child welfare. 
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vorce legislation has been urged-in the 
What are the 
facts? | 

_ There is no difference of opinion as to 
the desirability of rearing children 


under wholesome family influences. ` 


Even the foster home ordinarily is 
preferable to institutional care. But 
there are many homes which do not 
meet the requirements. There are 
very grave misgivings as to the mental 
and moral effects of subjecting children 
to the experiences which flow from pro- 
longed and habitual discord which 
reaches the point of overt hostility and 
violence. To attempt to compel such 
parents to continue to live together for 
the sake of the children is misplaced 
and misdirected sympathy. 

If it is argued that the law should 
come to the defense of mothers who 


through divorce would be left to bear ` 


alone the burden of support and care of 
. thechildren, it is instructive to find that 
whereas two thirds of all divorces are 
granted on the petitions of wives, in the 
cases where children are involved the 
proportion is much greater, revealing 
the fact that mothers often seek divorce 
for the protection of the children, pre- 
ferring to assume this added responsi- 
bility rather than to subject them to 
intolerable conditions. 

An often repeated assertion is to the 
effect that divorce breaks up the family 
and robs the children of a home. The 
fallacy of this assumption ought to be 
perceived at a glance. ‘Divorce, as we 
have seen, does not break up the 
family. The family is already broken 
up. ‘The parents are separated and are 
living apart. If there are dependent 
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children, some provision for their care 
already has been made. They are liv- 


_ing with one or the other of the parents, 


with relatives or friends, or perchance 
are being looked after by some chil- 
dren’s agency. But their position may 
be precarious and their possession sub- 
ject to continued conflict. About the 
only way divorce affects them is to . 
determine their status through the 
order of the court which grants the de- 
cree, which is one of the delegated 
functions of the court. This, more 
often than otherwise, is decidedly to 
their advantage, since -they become 
legal wards of the state, which assumes 
certain responsibilities to see that ade- 
quate provision for their care is secured. 


‘The divorce of the parents when these 


unhappy circumstances exist is more 
likely to be in the interest of the chil- 
dren than to their detriment. 


CONCLUSION 


On the whole, therefore, we conclude 
that divorce legislation has the function 
of regularizing procedure in the interest 
of an orderly society, of safeguarding 
the rights of persons and of property 
when marriages for any reason have 
broken down, and that, when indirectly 
applied to the improvement of marital 
and impinging social and economic con- 
ditions, it can do much to forestall family 
disorganization and its consequence, 
divorce. But when itis applied di- 
rectly to the control or diminution 
of divorces after marriages already 
have been destroyed, its effects are prac- 
tically nil, and if too stringent and too 
rigidly enforced, it may easily create 
greater ills than it cures. 


Dr. J. P. Lichtenberger is Professor of Sociology at 
the University of Pennsylvania, and. secretary of the 
American Academy of Political and Social Science. 
He is the author of “Development of Social Theory” 
(1924), and “ Divorce, A Social Interpretation” (1981). 
The latter ts reviewed in this issue’s Book Department. 


Remedial Agencies Dealing with the American Family 


By Joanna C. Cotcorp 


HY are remedial agencies neces- 

sary? Such a topic as the one 
just stated has to be circumscribed and 
restricted. “Remedial” is the same as 
“therapeutic,” and “therapeutic” im- 
plies disease. We must first ask, what 
are the diseases of the family to which 
therapy needs to be applied? For 
convenience, we may divide them into 
two groups—the maladjustments which 
impinge upon the family from without, 
and the complaints from which it 
suffers internally. As in medicine, 
whose analogies we borrow, these two 
conditions interweave with each other, 
and “uncomplicated cases” are rare. 


DIFFICULTIES THAT BESET 
THE FAMILY 


Externa] difficulties spring either 
from the background or from the pres- 
ent surroundings. Lack of educational 
advantages in the parents limits the 
surroundings they are able to provide 
for their children. Great differences jn 
the ages of the parents, or in the cus- 
toms and ideals of the families from 
which they came, often place strains 
upon the fabric of family life. Simi- 
larly, if the parents grew up in sur- 
roundings widely different from those 
among which their children move, the 
resultant cleavage between the genera- 
tions is destructive to real family life. 
We have come to recognize this clearly 
in the case of foreign-born parents and 
American-born children, but it is 
equally a problem when country-bred 
parents move to the city and attempt 

to bring up their children in the new 
surroundings as they themselves were 
brought up. 

A whole congeries of problems cen- 
ters about income. Difficulties arise 
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over the apportionment of “adequate” 
incomes, whatever those may be; and 
these are often accentuated when the 
income is all too small to meet obvious 
needs. The manifestly inadequate in- 
come, due not to individual lacks in the 
wage earners themselves but to causes 
affecting the whole class of the popula- 
tion to which they belong, is a serious 
disease striking at the roots of family 
life. This is not the place to labor this 
point. It has been many times demon- 
strated that in our country, in “ prosper- 
ous” times, the maximum wage which it 
is possible for large groups of our popu- 
lation to earn will not support a family 
aceording to a minimum standard of 
health, comfort, or decency. 

The internal difficulties of the family, 
as has been said, are hard to disentangle 
from those just cited. They grow out 
of maladjustments of the personalities 
involved; but how far are these antag- 
onistic attitudes due to differing back- 
grounds and tothestresses of the present 
environment in which the family at- 
tempts to function? 

It is, of course, a mistaken concept of 
family life that aspires to lack of all 
friction as its ideal. There must be 
conflict if personalities are to develop; 
the strengths of family life are found 
not in a pallid unity of thought and 
action, but rather in a sense of security 
and permanency underlying temporary 
differences, and in the degree to which 
its members feel an identity of interest 
—a sense of belonging to a group whose 
welfare is of primary importance the 
one to the other. The normal family 
withstands the pressure of temporary 
conflict, and emerges tempered as metal 
is tempered; the weak or diseased family 
may be shattered to bits in the process. 


REMEDIAL Agencins DEALING WITH THE AMERICAN FAMILY ' 


But our subject is not the strengths 
and the weaknesses of the family, but 


rather the social agenc.es which try to 


develop the strengths and prevent the 
ultimate disaster to which the weak- 
nesses lead. 


Somm PREVENTIVE AND REMEDIAL 
AGENCIES 


Treatment by individuals— 


Undoubtedly a vast emount of treat- 
ment of family difficult.es is attempted 
as an individual matter, by ministers, 
physicians, and other professional peo- 
ple to whom those in trouble are 
accustomed to turn, as well as by non- 
professional “friends cf the family.” 
The extent as well as the success of 
such remedial efforts is impossible to 
estimate, because of the privileged 
character of the relatiorship. In most 
of these attempts no records are kept, 
and if any existed, they would not be 
available for study. We get occa- 
sional hints from the biographies of 
professional men of how many family 
problems were brough: to them for 
counsel; and the experience and the 
methods of a group of Protestant 
clergymen in dealing with such prob- 
lems has recently been analyzed.? 

A few pastors have specialized in 
advice to those whose family relations 
are endangered, their methods ranging 
all the way from an ev2ning set aside 
for informal consultation up to defi- 
nitely organized services in connection 
with the church activities. In at least 
two instances, these personal service 
bureaus have been developed much 
along the lines of a socizl agency, with 
trained social and psyckiatric workers 
to assist the pastor. 


1 See Dexter, E. W. and R. C., The Minister 
and Family Troubles; a Case Study of the Rela- 
tionship of the Ministers and the Church to Sex 
and Family Problems, New Yerk: R. R. Smith, 
1931. 
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The marital clinie— 


There is, however, only one inde- 
pendent “marital clinic” in this coun- 
try, so far is as known. This is the 
Institute of Family Relations in Los 
Angeles, California, which opened its 
doors on February 3, 1930. Sociolo- 
gists, psychologists, social workers, and 
physicians are associated upon its staff. 
It operates upon a fee basis (though it 
does not withhold its service from those 
unable to pay the fee) and it deals with 
both premarital and postmarital prob- 
lems. It is closely integrated with the 
other remedial agencies in its locality. 

The points emphasized by the Insti- 
tute in its first tentative report of its 
findings are that by far the greatest 
cause of family discord is sexual malad- 
justment, but that this is almost in- 
variably the result of ignorance and 
will yield to educational methods, at 
least among the younger group of 
patients, Contrary to its expecta- 
tions, it did not find that over-large 
families or the fear of repeated prég- 
nancies had much to do with bringing 
people to the clinic. Next to sexual 
incompatibility, it found discord arising 
over the use of the family income and 
the use of leisure time. The report 
states: 


With a little more than a year of history, 
a large part of our family maladjustment 
eases are still open. A canvass of all, 
however, convinces us that we have been 
able to give real help to a majority; and that 
in almost every instance we have per- 
formed some real service for the client, even 
though it might not be to restore an im- 
possible family harmony. 


Educational systems— 


The efforts of educational institu- 
tions in the field of family life have 
been, as would be expected, largely in 
the area of prevention. Among the 
colleges, the most outstanding example 
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is probably the Institute of Euthenics 


operated each summer in connection . 


with Vassar College. Its purpose is 


to lay before college men and women, 
parents, and others interested in questions 
connected with children and with the 
present-day family, the contributions of the 
sciences and arts to their particular prob- 


lem. T'wodemonstration schools are main-' 


tained, the Nursery School for children 
from one and one-half to four years of age 
and the School for Little Children, from 
four to seven. ... The presence in one 
school of parents, children and teachers, 
offers a unique opportunity for the study of 
problems of education. 


High schools have experimented in 
homemaking courses for girls, and in 
one instance at least, with a course in 
family adjustments for senior boys;? 
but it can scarcely be claimed that our 
educational system as a whole attempts 
to offer any effective preparation to 
children of either sex for careers as the 
joint creators of homes. 


Visiting teaching— 

In one of its recently developed 
services, however, the educational sys- 
tem comes very directly into the reme- 
dial side of work with families. This 
is in the work of visiting teaching. 
Eighty-seven communities in thirty- 
seven states had in 1929 one or more 
visiting teachers attached to the school 
system, .though in few instances are 
they sufficient in numbers to serve all 
the schools of the city. Acting as the 
direct link between the school and the 
home whose children are failing in some 
way to function properly, they are 
able to treat, often in incipient stages, 
the troubles which would later lead to 
the disintegration of the family. They 
have the advantage, moreover, of deal- 
ing with families in all walks of life, 
and not exclusively with those handi- 
capped by lack of income. 


2 Long Beach, California. 
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Child guidance clinics— 


The child guidance clinies, of which 
nearly seven hundred will be listed in a 
directory to be published by the Com- 
monwealth Fund,’ have a similar ap- 
proach to the problems of the family. 
These clinics may or may not operate 
as part of the public school system. 
They are usually under the direction 
of a psychiatrist, with psychologists 
and psychiatric social workers among 
his assistants. Children who present 
serious behavior difficulties are re- 
ceived as patients; and the study of 
each casé involves a searching examina- 
tion into the home from which’ the 
child comes. Discoveries of parental 
attitudes responsible for the child’s 
behavior very frequently lead to direct 
efforts on the part of the clinic staff to 
remedy these difficulties; so that while 
the child’s behavior is the “presenting 
symptom,” the real point of attack in 
treatment is more often than not the 
behavior of the rest of the family to- ` 
ward the patient and toward each other. 

Other educational and clinical ap- 
proaches to family problems are found 
in the study programs sponsored by the 
parent-education movement and in the 
birth-control clinics. 


Parent education— 


. . . The impetus for parent education 
has come partly from parents themselves 
who have been confronted with conditions 
and situations for which they were not 
prepared, either by training or by previous 
experience, and have sought the help of 
the specialist and the expert; partly it has 
come from educators and agencies con- 
cerned with child development and aware 
of the need to reach back of the child to the 
parent.‘ 


The National Council of Parent Ed- 


3 Data secured by the National Committee on 
Mental Hygiene. 

4 Article by S. M. Gruenberg, in Social Work 
Year Book, New York: Russell Sage Foundation, 
1930, p. 309. 
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ucation with sixty-one member agen- 
cies is the coördinating body in this 
field. The movement is closely tied up 
with research in child development, and 
since about 1924 has developed rapidly, 
great difficulty having been experienced 
in training leaders for study groups of 
parents fast enough to supply the 
* demand. 


Birth-control movement— 


The birth-control movement, whose 
basis lies in the population theories of 
Malthus, is directed to spreading infor- 
mation as to methods of limiting the 
.size of families, and is sponsored by the 
American Birth Control League and 
the Voluntary Parenthood League. 
About fifty-five clinics were in operation 
in 1929, and ten thousand physicians in 
private practice are reported to be co- 
operating with the movement. 


Public-health movement— 


The remedial effect upon family life 
of public-health service is difficult to 
discuss within the limits of a paper as 
short as this. A leader in public- 
health nursing has stated that no 
factor bearing on family welfare is out- 
side the scope of her field. Such 
movements as the prevention of tuber- 
culosis, of cardiac difficulties, of cancer, 
of venereal disease, and of mental dis- 
orders have a demonstrable relation to 
the preservation of family life. The 
enormous movement for child health 
and hygiene is directed to the assistance 
of the family in its main task of produc- 
ing sound children. 


Maternal and infant hygiene— 


We might single out for a less super- 
ficial discussion the movement for 
maternal and infant hygiene, as placing 
entire emphasis (except as regards 
unmarried mothers and their children) 
upon problems basically involved in 
family security. , 
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The underlying purpose of this 
movement is to reduce the death rate of 
mothers and babies. To accomplish 
this, it seeks to increase the facilities for 
skilled prenatal and postnatal care, as 
well as for care at. the time of delivery. 
Its second major effort is to educate 
mothers to the necessity of securing 
such skilled care as can be made avail- 
able. The encouragement of breast 
feeding, education in proper artificial 
feeding, and the protection of milk and 
water supply are among its direct 
objectives, 

The leading agencies for codrdinating 
and directing effort in this field are the 
Federal Children’s Bureau of the De- 
partment of Labor, established in 1912, 
and the American Child Health Associ- 
ation, which resulted from the combi- 
nation in 1923 of two previously existing 
agencies. During the following year, 
the latter agency discovered that in 
eighty-six cities studied, less than half 
had prenatal clinics. The passage of 
the Sheppard-Towner Act in 1921, 
which was administered by the Chil- 
dren’s Bureau till its expiration in 1929, 
greatly extended the facilities, both in 
cities and in rural communities, for the 
care of maternity and infancy. $1,- 
240,000 was made available annually as 
grants-in-aid to the states which co- 
operated in the program. At the close 
of the period, nearly three thousand 
permanent prenatal and child health 
centers had been established and over 
three million visits had been made by 
public-health nurses to homes of moth- 
ers and babies. 


. . » During the last five years of the act a 
total of 19,728 classes for girls, mothers, and 
midwives were conducted, more than 
22,000,000 pieces of literature on infant and 
maternal care were distributed, and ap- 
proximately 700,000 expectant mothers 
and 4,000,000 infants and preschool children 
were reported to have been reached in one 
way or another in 2,717 of the 2,953 coun- 
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ties contained in the 45 coUperating states 
and the Territory of Hawaii. . . 5 


Home economics— 


The field of home economics is 
developing educational approaches to 
the problems of family finance and 
homemaking, chiefly through the pro- 
duction of what has now become a 
voluminous body of educational litera- 
ture, and through training home econo- 
mists to advise directly on problems of 
home management under the auspices 
of various social and educational 
agencies. The “visiting housekeeper” 
who used to be attached to the staffs of 
family agencies to give direct instruc- 
tion in the home has now been largely 
replaced by the trained home econo- 
mist, acting as adviser to the other 
members of the staff and occasionally 
developing class instruction for groups 
of clients. Similar classes and clubs 
exist in connection with settlement 
houses, and in some cities, women’s 
organizations sponsor a direct educa- 
tional service, both in the home and 
in classes, to housekeepers anxious to 
learn more about scientific home man- 
agement. ‘This service is either free or 
on a fee basis, according to the group 
which it seeks to interest. 

During the last two decades, the 
savings banks have found it desirable to 
add a consultation service to small de- 
positors on the management of their 
incomes. The advisers are usually 
women trained in home economics, 
and their clients are chiefly women 
and homemakers. The more skillful 
among these advisers have found that 
the discussion of family finances often 
uncovers serious underlying problems 
in family solidarity, and they have 
in consequence integrated their work 


5 Article by Blanche M. Haines, in Social Work 
Year Book, New York: Russell Sage Foundation, 
1930, p. 254—which see for a fuller discussion of 
this subject. 
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closely with the remedial social and 
health agencies which exist in their 
particular. community. 

A service in this field to families in 
the neglected rural regions of the coun- 
try is maintained by the Extension 
Division of the United States Depart- 
ment of Agriculture, in coöperation 
with state colleges and universities. 
Home demonstration agents, trained in 
rural home economics are assigned to 
agricultural counties, and work directly 
in farm homes as well as through 
granges, clubs, and classes. The last 
report, issued in 1929, lists 1,286 
counties in which this service to families 
was offered. 


Recreation— 


Municipal recreation departments, 
the National Recreation Association, 
and private recreation agencies have of 
recent years been developing programs 
of home play, the aims being: 


(a) to encourage provision of adequate 
space and facilities for the play of children ` 
at home, and to discourage the use for that 
purpose of public streets and other danger- 
ous places; (b) to center the attention of 
parents on the importance of playing with 
their children; and (c) to provide attractive , 
programs of social activities for adults as 
well as children in the home and in connec- 
tion with neighborhood life.* 


Pamphlets and bulletins, classes, and 
the radio have been used to send out 
suggestions for home games and play 
equipment, use of back yards and 
gardens, care of pets, and so on. 
These agencies have stimulated facili- 
ties for family recreation in apartment 


“houses and in congested blocks. 


* * * * * 
In the foregoing discussion, no effort 
has been made to separate the spe- 
cialized ‘“‘case-working” agencies from 


€ Article by J. W. Faust, in Social Work Year 


‘Book, New York: Russell Sage Foundation, 


1930, p. 194. 
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those whose field includes popular 
education and social reform. We have 
excluded, for reasons of space, such 
groups as do not direct their attention 
to the individual family at all, but seek 
to bring about such social and economic 
changes as will benefit the entire mass 
of the underprivileged portion of the 
population. It should, however, be 
emphasized that the success of such 
efforts will be measured in bettered 
conditions of family life. The re- 
mainder of this paper will attempt to 
summarize the remedial efforts of the 
agencies devoted to social case work 
with families and children, those re- 


stricted to the relief of needy families, | 


and those specializing in legal prob- 
lems affecting family life. 


Famy Socran Work 


The fundamental principles of this 
approach to the ills of family life are: 
(1) the acceptance of the individual 
family as the unit of operation, rather 
than concentration upon the problems 
of one particular member with the rest 
of the family as the background or 
setting for those problems; (2) the 
attempt to grasp the situation as a 
whole, and distinguish the complex of 
factors undermining the solidarity of a 
particular family, by means of inter- 
views and examination of documentary 
evidence. This process of social in- 
vestigation is followed by comparison 
and interpretation of the evidence 
secured, leading to the attempt to make 
a social diagnosis. The final step is 
social treatment, directed to the several 
ills discovered and to the problem as a 
whole. This treatment may be of the 
“executive” type, i.e., may consist in 
supplying direct needs, eliminating 
tangible obstacles, or securing for the 
benefit of the client specialized services 
in other fields; or it may be of the 
“leadership” type, i.e., direct action 
upon the client’s habits, attitudes, or 
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‘concepts, which may be interfering 
with his successful relationships and 
functioning. 

Social case work in this field has been, 
up to the present, confined in the main 
to the underprivileged group of the 
population. This means that an inade- 
quate income is a complicating factor 
in a large proportion of the families 
treated; and this in turn has led to con- 
fusion in the public mind between the 
functions of a social case-working 
agency and one whose main reliance is 
on the giving of relief. Although the 
circumstances of their clientele have 
forced the former agencies into using 
relief as a frequent form of treatment, 
an examination of their recent litera- 
ture will show that they continue to 
insist that it is not their main function, 
and that “development of personal- 
ity through adjustments consciously 
effected, individual by individual, 
between men and their social envi- 
ronment,”’’ continues to express more 
nearly the purposes they exist to carry 
out. 

The family welfare movement as it 
exists today is the outgrowth of the 
earlier charity organization movement, 
which came into being in England 
after the middle of the last century as 
a protest against uncodrdinated and 
demoralizing methods of dealing with 
poverty. In this country, the function 
of community organization has been 
gradually relinquished to other agen- 
cies, and the tendency to concentrate 
more definitely upon the problems of 
individual families has been recognized 
in the change of name, which took 
place about 1918. The Family Welfare 
Association of America is a federation 
of some 240 family welfare agencies 
(which have a variety of names but 
common standards and purposes) in as 

1 Richmond, Mary E., What is Social Case 


Work, New York: Russell Sage Foundation, 
1922. 
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many different cities. They are non- 
sectarian and generally privately sup- 
ported, although a few public welfare 
agencies are included in the member- 


ship. It is estimated that at the. 


present time about a million families 
with over four million members are 
under the care of these agencies. 


Sectarian agencies— 


Two major groups of sectarian agen- ' 


cies parallel the work of the agencies 
mentioned above: 

(1) The Jewish family agencies, of 
which ‘upwards of fifty have a central 
organization and exchange reports. 

‘It is estimated that this group of agen- 
cies has under care each month 18,500 
families. : , 

(2) The Catholic family agencies, a 
movement which is developing out of 
the earlier and less highly organized 
work of the Saint Vincent de Paul 
Societies, through the formation of 
diocesan family welfare agencies with 
trained personnel. 

The Protestant denominations, ex- 
cept for such parish activities as were 
briefly described in the beginning, do 
not generally endeavor to separate the 
care of distressed families along de- 
nominational lines. They rely in the 
main upon the nonsectarian agencies 
of the community for such service. 
The Mormon Church is an exception, 
having a highly organized relief sys- 
tem in all-its several units. 


American Red Cross— 


The special service to World War 
veterans’ families maintained by the 
American Red Cross should be men- 
tioned here. Over 2,800 chapters carry 
on service to ex-service men and their 
families. These chapters are organ- 
ized on a county basis, and many of 
them extend services to other than 
veterans’ families where no private 
family agencies exist. 
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Relief societies— 2 oe 
Beside the family welfare agencies 
which accept responsibility for the 
all-round treatment of family difficul- 
ties, there are, of course, an unknown 
number which carry on a “relief only” 
program. It is a question how far, if 
at all, relief unaccompanied by skilled 
service benefits family life. Doubt- 
less many families are carried through 
an emergency without permanent dam- 
age by temporary aid from such agen- 
cies; but the family which maintains 
itself year after year only with the help 
of intermittent subsidies from these 
sources not only does not function 
normally, but is usually undergoing a 
species of progressive deterioration. 


Public agencies for needy families— 


No figures are available as to the 
total amount of local public funds 
which are devoted to the relief of dis- 
tress. Except for a few of the larger 
cities, practically all cities, towns, and 
counties in the United States have 
public welfare officials, designated by 


` various names, who dispense tax funds 


for the relief of individuals in their own ` 
homes. During the last decade there 
has been a marked shift of the relief 
function from private to public agen- 
cies. Figures which will shortly be 
published by the Department of Sta-_ 
tistics of the Russell Sage Foundation 
will show that the proportion of the 
total relief bill expended by public 
departments in eighty-one American 
cities during the past two years has 
ranged from sixty-six to seventy-five 
per cent, The figures are based on 
returns from 535 separate agencies in 
these cities. See Table I. 

While a few state departments of 
public welfare have made progress in 
raising the standards of public relief in 
local communities, and while some 
municipal departments of public wel- 


























REMEDIAL AGENCIES DEALING WITH THE AMERICAN FAMILY 131 
TABLE I 
1929 1930 First Half 1931 
Aroiak a a Amount re ae Amount an 
a a dl (aie | 
Relief from publie funds........... | $30,933,905 | 74 | $51,367,634 | 75 | 353,627,331 66 
Relief from private funds.......... i 10,140,171 | 26 | 17,323,854 | 9 | 27,542,060 | aan 
Total iints Gas ave ctecsed tx ovvhon | $41,074,076 | 100° $68,690,988 | 100 $81,169,391 ; 100 


fare have maintained standards that, 
qualified them for admission to mem- 
bership in the Family Welfare Associa- 
tion of America, it must be stated that 
comparatively few of them employ 
the methods or the skills developed by 
social case work. The vast majority 
confine their efforts solely to the dis- 
bursement of relief. Seldom is this 
on a budgetary basis, and all too fre- 
quently is relief given “in kind’— 
i.e., In necessities such as food and 
clothing, issued from central commis- 
saries. It is probable that with the 
increasing volume of relief assumed by 
public agencies, and with the develop- 
ment of state bodies which can ade- 
quately supervise the local communities 
considerable strides will be made by 
public departments during the next 
few years in affording not only relief 
but also skilled social service. The 
newly organized American Association 
of Public Welfare Officials is expected 
to exert increasing influence along these 
lines. 


Mothers’ aid— 


Although it is directed specifically 
to stabilizing and conserving what 
remains of broken families, mention 
should be made here of mothers’ 
aid, since it employs the same methods 
of social case work used with complete 
family groups. It is a form of public 
relief, in that it is supported by tax 
funds, but its entire development has 





been separate and distinct from the 
system of public welfare described 
above. While the form of adminis- 
tration differs in different states, super- 
vision by a central state authority is 
usual and state funds are commonly 
employed, either entirely or on the 
principle of matching by local com- 
munities. It is estimated that upward 
of two hundred thousand children are 
maintained in their own homes by 
means of mothers’ allowances, and that 
thirty million dollars a year is ex- 
pended for the purpose. 

Standing as it does midway between 
family social work and children’s 
social work, mothers’ aid forms a 
convenient bridge to our next topic. 


CHILDREN’S Socta Worx ê 


We shall not consider here the large 
group of social agencies engaged in the 
institutional care of children. In the 
judgment of the agency concerned, 
permanent custodial care for children 
means the complete failure of the fam- 
ilies from which they have been re- 
moved, to serve their primary purpose. 
Even in institutions to which tempo- 
rary commitments are made, there is 
seldom any department of the staff 
which is engaged with direct remedial 


8 Eprror’s Note.—For further discussion of 
this subject see Annars volume on “Postwar 
Progress in Child Welfare,” published Sept. 
193}, edited by J. Prentice Murphy and James 
H. S. Bossard. 
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work with the families from which the 
children came. In so far as any work 
at all is done with these families, it is 
by other types of children’s or family 
agencies, 

For the purposes of this discussion, 
then, remedial agencies in the chil- 
dren’s field are: 


. Protective agencies— 


These deal with families which have 
deteriorated to the point where the 
children need protection against neg- 
lect or abuse by their own ‘parents. 
-This function is closely bound up with 
- the juvenile courts, which we mention 
later. The number of private societies 
for the prevention of cruelty to chil- 
dren is now less than fifty, and is 
decreasing as public agencies more ef- 
fectively take over the duty of guard- 
ianship toward neglected children. 


Child-placing agencies— 

These deal with families where, for 
other reasons than those given above, 
the members of the family must be 
temporarily or permanently separated, 
and the children placed in foster homes. 
These may be boarding homes, free 
homes, or homes for adoption. Insti- 

` tutions may also be used when the con- 
ditions definitely demand it; but the 
emphasis is placed by these agencies 
on foster-home care. 

Both the protective and the child- 
placing functions are frequently com- 
bined in a single agency. In both 
types of work, while the approach 
is specialized, the emphasis is laid 
quite as definitely as in the family 
field upon the child’s own family as the 
most desirable place for him to be. 
Consequently the first effort of each 
is to strengthen or to restore the fam- 
ily group to the point where it can 
remain intact, using the same methods 
as those briefly described under family 
social work. If this effort is not suc- 
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cessful, the agency becomes the per- 
manent custodian or guardian of the 
children of the disintegrated family. 
The legal division of children’s problems 
into “dependency, neglect, and delin- 
quency” is not greatly regarded in 
the practice of these agencies, it being 
recognized that a delinquent child is 
only one variant of a neglected child, 
and that dependency may lead to many 
unfortunate manifestations. 

There is a less well-marked line of 
division than in the family field be- 
tween agencies operating privately and 
those in the public field. In several 
progressive states, the state govern- 
ment has assumed almost total re- 
sponsibility for neglected, dependent, 
or delinquent children within its bor- 
ders; in others, their care is largely in 
the hands of the private agencies. 
There are no figures later than 1923 
for the children in these classifications 
in the United States. At that time 
there were 404,678,° divided as follows: 








TABLE II 
In institutions or receiving homes. ...| 204,888 
In foster homes: : 
Fréi enaa PEE AENEA 51,164 
Boarding are raoir eea RaDa UAN 22,281 
In own homes (mostly pepared ‘by 
Mothers’ Aid). . 121,441 


Elsewhere or not reported. ET 4,904 





The agencies chiefly concerned with 
the development of standards in the 
children’s field are the United States 
Children’s Bureau, which maintains 
close relations with state departments 
of child welfare, and the Child Wel- 
fare League of America, whose present 
membership of 189 agencies includes 
16 state departments of child welfare, 
5 protective agencies, 3 maternity 
homes, 83 child-placing agencies, and 

9 U. S. Census Report on Children Under Insti- 
tutional Care, 1923, p. 14. 
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20 institutions for children, as well as 
some miscellaneous agencies. 


LEGAL Aspects 1° 
Marriage laws— 


The laws governing marriage have 
been the object of concern and effort 
on the part of social workers and others 
during the past few years. The main 
efforts have been: (1) to secure the 
passage of uniform marriage laws in the 
several states; (2) to prevent the mar- 
riage of immature persons; (3) to in- 
troduce a waiting period between the 
application for a marriage license and its 
issuance, in order to reduce the number 
of hasty marriages; (4) to do away with 
common-law marriage by requiring 
that each marriage be licensed and 
registered; and (5) to introduce pro- 
visions securing mental and physical 
fitness in those allowed to marry. 
The volumes issued by the Russell 
Sage Foundation on these subjects! 
undoubtedly gave great impetus to this 
movement, which has been attended 
with varying success in different states. 


Legal aid— 


Agencies to provide legal aie and 
counsel to those unable to afford the 
services of attorneys exist in 43 of the 
larger cities, handling approximately 
170,000 cases a year. In the main, 
these are involved with the defense of 
clients against extortion or the recovery 
of sums due them; but a number of 
legal aid societies also give advice on 
family problems such as custody of 
children or desertion or nonsupport, 
and may even handle actions for di- 
vorce. The best practice among these 
agencies considers the social as well as 
the legal aspects of the case, and at- 


10 Eprror’s Nors.—For further discussion of 
this subject see Annars volume on “Law and 
Social Welfare,” published Sept. 1929, edited by 
John S. Bradway. 

1 See “Marriage and the Law,” by Fred S. 
Hall in this issue, p. 110. 


, 
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tempts to reach agreement among the 
members of the family before proceed- 
ing to court action. 


Famity Courts 


Under this title we have grouped 
juvenile courts and courts of domestic 
relations, which are sometimes found 
combined but are more frequently 
separate judiciary bodies. In theory, 
both admit social as well as legal evi- 
dence, and have informal powers as to 
their rulings and jurisdiction. In 
practice, they vary widely, and the 
failure to develop uniform standards 
has been a disappointment to those 
who have sponsored the movement. 

The use of social workers known as 
probation officers to extend the super- 
vision of the court into the home is a 
marked feature of the.family courts; 
but here again there has been a wide 
variation of standards, the necessity 
for the appointment of trained social 
workers as probation officers not being 
generally accepted by the courts. In 
1928, there were 3,702 probation off- 
cers listed in the United States and 
Canada.” 


Juvenile courts— 


The United States Children’s Bureau 
in 1918 studied 2,391 juvenile courts, 
only 321 of which were found to con- 
form to the minimum standard defined 
by the Bureau as follows: 


(a) Separate hearings for children’s cases; 
(b) informal or chancery procedure includ- 
ing the use of petition; (c) regular proba- 
tion service both for investigation and 
supervisory care; (d) detention of children 
separate from adults; (e) special court and 
probation records, both legal and social; 
and (f) provision for mental and physical 
examinations, 


The general aims stated by the Bureau 
in 1928 are that the court should have 


2 Directory of the National Probation Associ- 
ation. 


r 
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broad jurisdiction embracing all classes of 
cases in which a child is in need of the pro- 
tection of the state, whether the legal action 
is in the name of the child or of an adult 
who fails in his obligation toward the child; 


and furthermore, 
scientific understanding of each child; 
treatment should be adapted to individual 
needs; and there should be a presumption in 
favor of keeping the child in his own home 
and in his own community, except when 
adequate investigation shows this not to be 
in the best. interests of the child.13 

There are no adequate statistics as 
to the present number of juvenile 
courts or the number of families dealt 
with. Sixty-five courts which reported 
during 1928 handled over fiity-five 
thousand cases. In addition to their 
work with neglected and delinquent 
children, the juvenile courts in seven- 
teen states administer mothers’ aid. 


Domestic relations courts— 


These courts may be limited to ques- 
tions of family desertion or nonsup- 
port, or may include the power to 
grant divorces. Some courts which 
grant divorces have appointed officers 
called ‘“proctors,” whose function is 
to hold informal preliminary hearings 
and seek by reconciling differences to 
avoid court action. 

It is obvious that when the dif- 
ferences between married persons have 
reached the point where one feels it 
necessary to institute court action 
against the other, the fabric of family 
life has already suffered severe strains. 

2 From an article by Charles L. Chute, in 
Social Work Year Book, New York: Russell Sage 
Foundation, 1930; p, 284. 
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The punitive activities of the court, 
can scarcely be regarded as remedying 
the essential discord. When the pro- 
cedure is elastic enough to admit of 
preliminary informal hearings, and 
when probation officers who are skilled 
social case workers are assigned to the 
task of studying the case and attempt- 
ing to bring about a reconciliation, real 
remedial action may be brought to 
bear. The instances where the family 
life has been rehabilitated after court 
action has proceeded to a conclusion 
are, however, not so frequent as to 
warrant large claims for the court as a 
remedial agency. 


X * X * * 


We have attempted, from the vast 
array of educational, medical, and so- 
cial agencies whose efforts are in the 
remedial and preventive field, .to 
select a few which are directed to- 
ward the betterment of family life in 
various ways. The treatment has been 
necessarily sketchy, and more in the 
nature of a directory than an ade- 
quate discussion of any one field. Im- 
pressive as the total may seem, it 
should be pointed out that, with ex- 
ceptions which have been noted, the 
major portion of the direct assistance 
offered to individual families in the 
improvement of home life is in the large 
cities, It is true that here the condi- 
tions which tend to break down family 
solidarity are most operative; but the 
conclusion cannot be avoided that. for 
by far the majority of the inhabitants 
of this country, services such as those 
described are unattainable. 


Miss Joanna C. Colcord is director of the Charity 
Organization Department of the Russell Sage Founda- 


tion, New York City. She is the author of “Broken 
Homes” (a treatise on family desertion); “ Roll and Go” 


$ 


(a compilation of folk songs of the sea); and numerous 


articles and pamphlets. 


The Family Society 
By Pauu L. 


HE depression has been cutting a 

deep gash across the landscape of 
family social work in the United States. 
This is partly due to the catastrophic 
effects of prolonged unemployment 
upon all phases of American life. It is 
also partly due to the peculiar genius 
of social work in this country, its his- 
tory and development. 

The seeds of social work in this 
country—some of them transplanted 
from the Old World—found a rich and 
fertile soil. Here were black loam for 
the plow, virgin land for the taking, 
unsullied resources of coal and oil and 
timber, vast riches beckoning to the 
hardy and adventurous. Here, too, 
the daring could, if they chose, throw 
off incrusted folkways and century-old 
traditions like an old cloak. A new 
world lay before the intrepid spirit. 
All this gave “rugged American indi- 
vidualism” its opportunity. It has 
also given family social work its chance 
for deep concern for the individual 
without being fettered too much with 
distracting problems which have been 
part of the European scene. Here, 
also, social case work has come to flower 
with its skills and technique in dealing 
with individual human problems. As 
the depression continues, with its 
hunger marchers, its bread lines, its 
gaunt-faced men and starved children, 
will American family social work con- 
titiue on its old orbit, or be deflected 
from that course? What is the evi- 
dence brought forth by the present 
depression and its effect upon family 
social work? 


PROBLEMS FACED 


In general, the past several years 
have meant straining upon the part of 


135 


and the Depression 
BENJAMIN 


family agencies to adjust themselves 
to sharply increasing case loads, chang- 
ing clientele, dilution of standards, the 
clamoring for relief, and changes in 
staff personnel, policies, and techniques. 
Agency workers have seen the heart- 
breaking deterioration of human beings 
which is a concomitant of severe un- 
employment, with evictions, exhaustion 
of funds and the resources of kinsfolk, 
undernourishment of children, and a 
long train of human ills. 

This twisting of family societies 
caught in the tailspin of a depression, 
is reflected in the statements of the 
supervisors of two such organizations. 
Miss Frances L. Hill of the Scranton 
society writes: 


It is my opinion that on the whole, a 
period of unemployment lowers the stand- 
ards of case work in the family society. 
The intake comes in floods, usually un- 
evenly distributed throughout the organiza- 
tion, making a superficial investigation 
necessary on new cases and depriving the 
normal case load of the worker’s time. 


Miss Hill points out, however, that 
there have been gains as well as losses. 
She has noted a new interest in eco- 
nomic problems on the part of be- 
ginning workers, and an awakened 
interest in working conditions. 

Miss Caroline Bedford of the St. 
Louis Provident Association declares: 


There is a limit to the number of trained 
workers available in a community, even 
though that limit is by no means so narrow 
as we once supposed. There is a limit 
to the number of untrained workers and 
volunteer “aides” which a given organiza- 
tion can absorb, even though that limit be 
stretched by improvements in organization 
and in supervisory skills. There is a 
limit, also, to the number of cases which a 
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visitor can carry, even though her service 
be spread dangerously thin by increasing 
her office interviews, by “short cuts” in 
investigation and treatment, and by closing 
her eyes to the less pressing problems. 


In the face of such difficulties there 
has been an amazing resiliency shown 
by family societies. Their staffs have 
been the shock troops of the depression. 
With patience and fortitude they have 
met mounting case loads and long 
hours. In one Middle Western city, 
for instance, last year the case load 
increased over 200 per cent, while the 
staff increased less than 20 per cent. 
Wendell F. Johnson, director of the 
Social Service Federation of Toledo, 
who made a careful appraisal last year 
of the national situation, came to the 
conclusion that 


family agencies have been called upon dur- 
ing this unemployment emergency to bear 
the major responsibility in their respective 
communities for seeing that the unemployed 
and their families shall not suffer from want 
of the necessities of life, and that they have 
in general measured up to that responsi- 
bility in perfectly heroic fashion. 


One of the most pressing problems 
which have confronted family agencies 
has been the question of where respon- 
sibility should lie for the bulk of un- 
employment cases. According to 
the Family Welfare Association of 
America, 


the entire load has often been undertaken 
first by the family agency, responsibility 
being assumed by the public agency or a 
newly created unemployment committee 
only as it became evident that the burden 
was too heavy’ for the family society. 
Often the next plan made was for the 
public agency or the new unemployment 
bureau to take over all the unemployment 
cases at the time funds were released. or 
the new machinery created. When such 
plans were actually put into operation, 
however, they frequently did not prove 
entirely satisfactory because of the fact 
that, even in families where unemploy- 
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ment was the outstanding problem, the 
case-work care needed in addition to relief 
could not be given. On this account, these 
mutually exclusive arrangements had to be 


modified, 


In a number of cities the family 
society has referred cases in which un- 
employment is the chief problem to a 
public agency or an unemployment 
relief bureau. The private organiza- 
tion has then assumed no further 
responsibility. Where, however, the 
family situation is complicated by 
problems other than those of unemploy- 
ment, the case is referred back to the 
private society. Relief is met by the 
public agency. 

in some cities the private agencies 
have not been accepting any unem- 
ployment cases. 

In still other communities, family 
societies have hired special workers to 
handle unemployment cases or have 
adopted some special plan. 

Almost uniformly, agencies have 
materially increased their staffs. Cler- 
ical assistants and aides have provided 
an auxiliary service as assistants to 
regular case workers, rather than 
carrying cases themselves. Thus the 
Wheeling Associated Charities secured 
an attorney to assist in cases involving 
evictions, garnishees, and workmen’s 
compensation. The Jewish Social 
Service Association of New York City 
assigned a worker to the Municipal 
Employment Bureau to handle clients 
of the organization. The Orange Bu- 
reau of Associated Charities employed 
a telephone and contact worker. The 
St. Louis Provident Association during 
the Winter of 1930-1931 added 340 
volunteer aides to its staff. 

One of the significant factors emerg- 
ing from the situation is the ‘‘redis- 
covery” of the volunteer by family 
societies. The trained worker has 
been like the West Pointer in a hastily 


mobilized army. She has been the 
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supervisor, the consultant, the person 
back of the line. Miss Mary Bogue 
of the staff of the Family Welfare 
Association of America is of the opinion 
that 


one of the by-products of the catastrophe 
may well be that with the differentiation of 
treatment and with a better client partici- 


pation, we may at the same time develop | 


volunteer participation which is thoroughly 
integrated with the functioning of the fam- 
ily field and in which the volunteer is made 
to feel that he is receiving as well as giving 
a service. 


Certainly this winter, agencies have 
widely recruited volunteers. The 
Omaha Family Welfare Society has 
tried to match every paid worker with 
a volunteer. The volunteer staff of 
the Duluth Family Welfare Society 
has almost equaled the paid staff. 


Casu Work 


The depression has challenged the 
case-work concepts and techniques of 
agencies, Workers have glibly talked 
about “relief being a tool in treat- 
ment,” controlled case loads, “A” cases 
on which intensive work was done, the 
psychiatric approach, and so forth. 
The most discussed book dealing with 
case work written in years declares 
that the emphasis is shifting in case 
work from social welfare to “individ- 
ual therapy.” Case-work philosophies 
are sprouting up like poppies in the 
social-work garden. The depression 
has accentuated some tendencies, 
blighted others, and brought the di- 
vergent schools into sharp relief. Case 
work had already moved out of the 
_ area of discipline into that of sharing 
and participation between the worker 
and the client in the making of plans. 

With the lowering clouds of un- 
employment as a background, there 
have been those who have visioned 
case work as “personality adjustment 
through a treatment relationship.” 
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A year ago at a state conference of 
social work, I heard the director of a 
psychiatric clinice declare that any well- 
integrated man could secure work even 
during an unemployment period. 
There seemed to be implicit in his 
statement the feeling that somehow the 
difficulty lay within and not without. 

The fault, dear Brutus, lies not in our 

stars, 
But in ourselves, that we are underlings. 


This point of view is expressed by its 
advocates in such terms as: “helping 
the client to get to his own problem and 
to work on it in his own way”; “as to 
the client himself we have come to a 
deeper realization that the problem is 
his problem and his to work on”; 
“considering the whole social organiza- 
tion we may see that if the client can 
work things out himself to a certain 
solution his behavior may be more 
socially acceptable and he may be 
happier.” f 

Miss Florence Waite, writing re- 
cently in The Family, rather challenges 
the above position. She states: 


We may, for example, overemphasize 
personality factors in a situation without 
realizing to what extent the stress and con- 
flict are caused or accentuated by the con- 
stant threat of the wolf at the door—or 
if not the wolf, the landlord or the furniture 
installment collector; or we may aim at 
treatment ends for which clients cannot 
free their minds and energies because they 
are too harassed by the business of keeping 
alive on any terms. 


There is, of course, no gainsaying the 
thrust and stab of environment upon 
personality. Any one who has been 
interviewing, as I have, the bond sales- 
men, the accountants, the writers, and 
the skilled workers whom employment 
has thrown into the discard, realizes 
poignantly the searing effects upon 
personality of forces beyond the control 
of the individual. At the same time, 
the ganglia of emotions tied up in"every 
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person ‘make treatment directed at 
personality adjustment imperative. 
Another emerging fact is the growing 

importance seen in short-time contacts, 
and with it a questioning whether case 
work must necessarily accompany all 
. giving of relief. Miss Laura A. Mer- 
rill of the Philadelphia Family Society 
comments that her organization last 
year came to recognize that 

it is a wasteful use of a good case worker’s 
time to give or try to give case-work serv- 
ices to a family whose only desire and need 
is relief, but we no longer feel culpable when 
we give money only in a family which, 
except for accident, illness or unemploy- 
ment, would be self-maintaining and self- 
directing. Jam not sure that leaving such 
a situation unprobed and untouched is not 
often the greatest case-work service we can 
render, 


Miss Mary Bogue further believes 
that 


we have been rudely awakened to the 
realization that case work is not a substitute 
for relief; that the public agencies which 
supply jthree fourths or more of all relief 
expenditures may properly be said to be 
doing a truly preventive job in so far as 
they are maintaining homes in which chil- 
dren are adequately nurtured; that income 
and economic security is itself a therapy, a 
prop to other securities. 


Rewer 


According to the Association of Com- 
munity Chests and Councils, which re- 
leased the data on October 16, 1931, 
the relief need for next year of $14 cit- 
ies with a combined population of 46,- 
685,595 in 45 states is $170,090,130. 
Of this amount $142,670,130 is for 
“home relief,” and $27,420,000 for 
work relief. These cities estimate 
that 60.9 per cent of home relief must 

. come from city and county treasuries, 
37.6 per cent from private funds, and 
the remainder from miscellaneous 
sources. 

In’ considering these estimates as 
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bearing upon the total needs of the 
country, the Association cautions that 
three vitally important points must be 
kept in mind; namely, “that this esti- 
mate represents only the needs of the 
larger cities” where “there are well- 
established welfare and relief agencies”; 
“that this estimate is for ‘relief’ in the 
narrowest sense of that term: direct aid 
-to the needy, in their homes, in the 
form of food, fuel, rent and clothing. 
It does not provide for nursing, medi- 
cine, or institutional care of any kind”; 
that “the total estimate of $27,420,000 
for work relief is not all that will be 
spent in this manner. Only 29 of the 
314 cities answered the query regard- 
ing this type of relief.” 

The Department of Statistics of the 
Russell Sage Foundation has been 
securing relief data from a large num- 
ber of agencies since early in 1929. - 
These figures throw much light upon the. 
trend of events. The main relief curve 
shows a sharp upward trend from the 
1929 level in 1930 and a still sharper 
rise in 1931, It shows relief expendi- 
tures in August of 1931 to have been . 
almost two and one-half times more 
than in August 1930, and nearly four 
times as high as those in August of 
1929. 

The August bulletin of the Depart- 
ment reveals that 77 per cent of August 
relief was spent in local public depart- 
ments, as against 23 per cent by private 
agencies. Based upon figures com- 
piled by the Federal Children’s Bureau 
in 66 cities in the United States during 
the first 6 months of 1931, some 70 
per cent of the amount ($23,340,000) 
spent for family relief was given by 
public departments as compared to 
80 per cent ($7,039,000) expended ‘by - 
private agencies. 

There was sharp difference of opin- 
ion as to whether or not relief funds 
would be adequate this winter. In its 
press release of October 16, 1931, the 
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Association of Community Chests and 
Councils estimated that in 177 cities 
with a population of 33,932,000 the 
prospects were excellent for their 
securing the relief funds they needed; 
in 71 cities the prospects were fair, 
and in 39 they were poor. 

Hearings on the question were held 
the latter part of December 1931 and 
early in January 1932 by a Senate 
Committee under the chairmanship of 
Senator La Follette. Samuel A. Golds- 
smith,’ executive director of the Jewish 
Charities in Chicago, testified that the 
loss of wages in Chicago amounts to 
about $2,000,000 a day, while $100,000 
a day is expended in relief. He stated, 
“Chicago has nothing to carry on with 
beyond February 15.” William Hod- 
son, executive secretary of the Welfare 
Council of New York City, declared: 
“We cannot tell the total load we must 
carry, but the total money in sight for 
relief is not sufficient to care for the 
families who are going to be in need this 
winter.” Walter West, executive sec- 
retary of the American Association of 
Social Workers, stated: “There are no 
amounts in sight from public or private 
sources that come anywhere near the 
amounts necessary to meet the needs of 
this winter or for the next two years.” 

R. L. Duffus, in an article, “Relief 
by Guess,” in the New Republic for 
October 7, 1931, came to the following 
conclusion as the result of a question- 
naire sent to a considerable number of 
charitable organizations: 


The second winter of the worst depres- 
sion of modern times finds the United States 
in the position of an army with only a 
vague idea of the number and resources of 
the enemy it has to fight, and with an almost 
equally vague idea of the extent of its own 
ammunition and the adequacy of its Service 
of Supplies, 


Perhaps the most tragic part of the 
relief situation is the niggardly amount 
being paid in some communities for the 
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relief of individuals and families. Miss 
Dorothy Kahn, executive of the Jewish 
Welfare Society, Philadelphia, testified 
before the La Follette Committee that 
“families dependent upon charity were 
being given only one fourth of the very 
minimum required to live in decent 
health.” Mr. West described Ameri- 
ean relief methods as “primitive.” 
A study made in 45 cities in New 
York State by the Joint Committee on 
Unemployment Relief, published in 
August 1931, found that “though larger 
amounts are sometimes given in excep- 
tional cases, the customary maximum 
food orders per week (for a family) are 
as follows: $7 in 16 cities; $6 in 9 
cities; $4 in 4 cities; $3 in 3 cities; $1.50 
to $2 in one city; and $3 every other 
week in one city.” In Cincinnati, the 
Associated Charities spent the follow- 
ing amounts per relief case: September 
1929, $21.11; September 1930, $18.19; 
September 1931, $15.01. Thus there 
has been a substantial reduction in the 
monthly amount per family. At the 
same time it is probable that the fami- 
lies had fewer resources of their own in 
September 1931 than in September 
1929. According to Professor Mercer 
G. Evans of Emory University, the al- 
lowance per family in Atlanta early in 
November 1931 was about $3 weekly 
for food. 

Many of these budgets seem strangely 
alien to a rich and prosperous Ameri- 
can. Can it be that the unemployed 
are being asked to subsist on the star- 
vation diet of a coolie? “That is “the 
dole,” with a vengeance. 


SECTARIAN FAMILY SOCIETIES 


Beginning with October 1928, the 
Bureau of Jewish Social Research 
received monthly statistics from thirty 
Jewish family agencies, showing the 
number of relief families and the relief 
expenditures. A summation of this 
information through December 1930 


140 


“is evidence of a degree of stability in 
Jewish family service taken as a whole, 
which differs from the. experience of 
other groups, particularly the non- 
sectarian family agencies and the public 
outdoor relief departments.” 

The Bureau of Jewish Social Re- 
search in its analysis of the information 
states: 


The information at hand does not permit 
us to offer a satisfactory explanation for 
the lag in the effect of the depression as it 
has been experienced by Jewish agencies. 
We may suppose that the community-wide 
dependent group which has been created 
by the depression consists primarily of the 
newer elements in the urban population 
attracted to industrial centers in recent 
years. These groups have filled the poor- 
est paid jobs and are least well established, 
so that wide-scale interruption of work 
results in immediate distress... . Our 
problem may be interpreted in terms of 
substantial working and middle-class popu- 
lation able to resist minor economic fluctua- 
tions, but seriously endangered by a major 
depression which may bring in its wake 
economic demoralization and a tragic 
lowering of economic standards for an entire 
social class. 


Does the rather flattened curve for 
1930 and the major part of 1929 con- 
tinue through 1931? Has the depres- 
sion assumed such proportions that 
Jewish families are now feeling its 
catastrophic effects? Apparently they 
are, A study made of 30 Jewish agen- 
cies in as many cities for the first 9 
months of 1931 shows that those agen- 
cies spent 41.5 per cent more in relief 

‘to 42.8 per cent more families than in 
the like period in 1930. 

In 1930 the National Conference of 
Catholic Charities began a monthly 
registration of family relief figures. 
Some forty-seven different agencies 
have been reporting. These have also 
included St. Vincent de Paul societies 
and a few lay organizations. The 
amount of money expended for relief by 
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these agencies in April 1931 was more 
than twice as great as in April 1930, and 
nearly four times as great as in April 
1929. One of the significant develop- 
ments has been the large number of new 
conferences of the Society of St. Vin- 
cent de Paul which have been springing 
up to meet the emergency situation. 


Errrcts on Famy Lire 


Implicit in family social work has 
been the responsibility for combating 
those forces which maim and cripple 
human beings. Francis H. McLean, 
field director of the Family Welfare 
Association of America, speaking at the 
National Conference of Social Work 
last year, declared that 


family case workers today, like the pioneers 
in the family movement, must concern 
themselves not only with the personality 
of the individual, but with all the social and 


living conditions which may be important 


factors’ in personality maladjustments. 
Good case work demands that case workers 
help plan community programs, programs 
where industrial and economic conditions 
occupy first place. 


The Family Welfare Association 
sent out, in November 1931, “A Call 
From Family Social Work” to its 
member societies and individual mem- 
bers. This statement pointed out that 
social workers and laymen connected 
with family agencies are at a vantage 
point “to observe the human effects of 
economic and industrial conditions.” 
It was also a challenge to the leadership 
of America. It asserted: 


We call upon the civic and industrial and 
financial leaders of America for concerted — 
effort and wide participation in planning 
measures which, under proper safeguards 
in the public interest, may ultimately bring 
greater security in employment and a more 
adequate distribution of purchasing power 
among the masses of the American people. 


Consequently, it is pertinent to dis- 
cuss the impact of the depression upon 
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family life. There is unfortunately a 
dearth of exact material available. 
Indeed, any one looking for conclusive 
scientific data in this field is sadly dis- 
appointed. There are generalities ga- 
lore, but skimpy record of facts. The 
Russell Sage Foundation and the Fed- 
eral Children’s Bureau have done yeo- 
man service. But there is need for a 
special statistical and research organi- 
zation to serve as the general staff of 
social work. 

It is a happy circumstance, however, 
that we have available the study on 
unemployment and child welfare con- 
ducted by the Federal Children’s 
Bureau during the industrial depression 
of 1921 and 1922. Racine, Wisconsin, 
and Springfield, Massachusetts, were 
chosen for this intensive study. I shall 
quote briefly from the report. The 
whole document is a much more damag- 
ing indictment of unemployment and 
the blight it casts on family life than 
these few excerpts indicate: 


It is inevitable that there should be a 
lowering of the standards of family life 
where the regular income is interrupted. 
When the father loses his job the mother 
must secure work if it is possible for her to 
do so. .. . The evidence indicates that in 
some of these families the money for the 
family’s food was secured at the cost of 
permanent injury to the health of the 
mother and neglect of the children... . 

The investigation made by the Bureau 
shows that unemployment not only carries 
with it immediate deprivation and hard- 
ship, but leaves a burden of debt and dis- 
couragement for the years to come... 

The most important feature of unemploy- 
ment is its effect on the family morale— 
the father idle about the house, unsettled, 
disheartened; the mother going out to work 
if she can secure it, and using up every bit 
of her strength in the double task of provid- 
ing for the family’s maintenance and caring 
for the household and the children; the 
children suffering from the depression and 
the uncertainty of what the future may 
mean. 
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Errects on CHILDREN 


Jane Addams, in the Survey Graphic 
for January 1932, describes a trip which 
she made with a group of English and 
American Quakers to Germany in 


. 1919 “to report upon the effects on 


children of the prolonged underfeeding 
resulting from the War and the food 
blockade.” She states that although 
they did not find that children had died 
of actual starvation, they did discover 
serious results—stunted growth, rick- 
ets, tuberculosis, dulled minds, and 
warped personalities. 

Such evidence as I have seen during 
the present depression appears to but- 
tress the findings of such earlier studies. 
The report of Grace Abbott, chief of 
the Federal Children’s Bureau, for the 
year ending June 30, 1931, points out 
that some of the smaller communities 
have not been able to meet the needs 
of children. This has been especially 
true in mining communities and in 
those which have a single large indus- 
try. The medical inspection division 
of the public schools of Philadelphia 
found out early in 1930 that “many 
children were seriously undernour- 
ished.” Upon investigation it was 
found that “hundreds were coming to 
school without having had breakfast.” 

The Public Health Nurse Quarterly 
of the Public Health Nursing Associa- 
tion of Pittsburgh states that 


coincidental with the depression there has 
been a marked increase in the number of 
cases of malnutrition and a noticeable in- 
crease in rickets.... The individuals 
formerly able to afford private physicians 
are now bringing their children to our child 
health conferences, . . . Tuberculosis in- 
creased steadily in all age groups during the 
first six months of this year [1931]. More 
children under sixteen years of age died 
from tuberculosis during these six months 
than in the full year of either 1929 or 1980. 


Reports compiled by the National 
Organization for Public Health Nurs- 
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ing as late as November 1931 led the 
organization to declare that “two years 
of financial depression and unemploy- 
ment have taken their toll in under- 
nourishment of children and young 
mothers.” At a health center in New 
York City, where the percentage of 
undernourished children has been care- 
fully tabulated for three years, malnu- 
trition has Increased from 18 per cent to 
60 per cent since 1928. In Louisville, 
Kentucky, one organization reports 
that one thousand fewer children were 
able to meet the “blue ribbon” stand- 
ard of health, largely because of under- 
weight. One nursing association in 
Detroit states that free visits constitute 
40 per cent of the total work done—an 
increase of 10 per cent over 1929. 
Minneapolis shows an increase of 45 
per cent in requests for nursing service 
over the year of 1930, Miss Katherine 
Tucker, general director of the National 
Organization for Public Health Nursing, 
indicates that although demands upon 
public health nurses have increased 
enormously during the past two years, 
42 per cent of the organizations have 
suffered a reduction in their funds. 

Doctor Walter Clarke, director of 
the Division of Medical Measures of the 
American Social Hygiene Association, 
told the writer that at the Skin and 
Cancer Clinic in New York City, with 
which the former is associated, more and 
more people were coming to the clinic 
who formerly went to private physicians. 

The National Education Association 
in its recent study, Childhood and the 
Depression, cites considerable evidence 
of the ill effects of unemployment upon 
the child. I quote briefly: 


A physician has coined the expression 
“epidemic demoralization” to describe 
the sense of despair and uncertainty which 
descends on those who must live by the 
charity of others. Children share in the 
loss of security and feel it fully as keenly 
as adults. A child who discovers that his 
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father is out of a job, that the rent is due, 
and that no one knows where to get money 
for groceries has lost that sense of protection 
that should surround him at all times. 


CONCLUSION 


In addition to the material to which 
I have referred, I have before me two 
comprehensive confidential reports. 
One is an inquiry on employment and 
emergency relief in the large cities of an 
Eastern state. The other is a docu- 
ment of about a hundred pages based 
upon statements of nearly a thousand 


_ social workers and public health nurses 


in a large city in the United States. 
This material, if I had been free to use 
it, would have shored up many of my 
statements, particularly in regard to 
the dire effects of unemployment upon 
the members of a family and their 
relationships to one another and to the 
community. 

Indeed, the accumulated evidence is 
that the tensile strength of families 
has been strained to the limit this past 
winter. It has been the unusual fam- 
ily in which the wage earner has been 
unemployed that has arrived thus far 
unscathed and without serious deteri- 
oration, As Jane Addams has pointed 
out, where the folkways and old pat- 
terns of conduct have continued—that 
it is a man’s job to support his family— 
husbands have been nagged and har- 
assed to desperation. Like searing 
irons, the degradation, the sheer fear 
and panic which loss of job brings, the 
deprivations, and the bitterness have 
eaten into men’s souls. Children have 
lost that sense of security which is the 
essential need of every child. Mothers 
have faced grim want with hungry 
children hanging about their skirts. 
Young wives and husbands have 
launched their marriages in leaky 
boats. Who can predict, in conse- 
quence, at how many ports of divorce 
they will land? Yea, years hence, we 
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shall be paying the price in stupendous charred and twisted personalities. 
social costs for the folly and stupidity Family social workers! You will have 
of letting men go hungry in a land of need of all the skill which your ministry 
plenty. We shall be paying with to human beings affords. 


Paul L. Penjamin, Washington, D. C., is executive 
secretary of the Social Hygiene Society of the District of 
Columbia, and was recently loaned by that organization 
to the Disirict of Columbia Committee on Employ- 
meni as tts executive secretary. He has been an associate 
editor of the Survey Magazine, field director of the Na- 
tional Tuberculosis Association, general secretary of the 
Louisville Family Service Organization, and director of 
Public Relations of the Committee on the Costs of Medi- ' 
cal Care. 


Guidance for Marriage and Family Life 


By Rarru P. BRIDGMAN 


UIDANCE in preparing for and 

working through the adjustments 
required, in our culture, by marriage 
and family life is sought increasingly 
today by both young and old from pro- 
fessionals in whom they have con- 
fidence. Observations of family in- 
stability and unhappiness in marriage, 
plus interior fear and frustration, 
increasingly compel young people em- 
barking upon marriage to arm them- 
selves against trouble, and married 
couples in difficulty to seek help before 
they are overwhelmed. In the social 
sciences, rapidly enlarging funds of 
knowledge covering various aspects of 
family life appear to be serving both 
as a response to man’s bewilderment 
and at the same time as one of its 
causes. Progressive specialization 
within the professions, and among 
the laity the growth of the habit of 
reliance upon specialists also stimulate 
the seeking and the giving of guidance 
for marriage and family life. 

The practice of such life guidance 
today is not limited to this country. 
In Europe many physicians and birth- 
control clinics are reported to be giving 
sex hygiene and marriage relationship 
advice. In Germany alone, two hun- 
dred marriage advice stations are listed, 
most of which serve as reference bu- 
reaus from which clients are sent to 
physicians, birth-control clinics, and 
welfare offices. In England, one birth- 
control clinic specially organized for 
this purpose has experimented over 
several years with premarital exami- 
nations and sex education procedures. 
Methods there developed are now 
being introduced into other birth- 
control clinics. The publication of a 


handbook on marriage for the use of 
advisers of young people has recently 
been announced by the British Social 
Hygiene Council. In this country, 
following national patterns, marriage 
and family life guidance is both more 
highly organized and more closely 
integrated into the routine services of 
the professions. 

This study is concerned with mar- 
riage and family life guidance as it is 
now being practiced by an increasing 
number of individuals and groups 
within the professions of social work, 
religion, medicine, law, and education. 
It makes no attempt to consider the 
marriage and family life guidance work 
of such trained professionals as public- 
health nurses, social-hygiene workers, _ 
camp directors, or community and 
recreation leaders; or of a number of 
free lancers in this field, not members 
of any professional group; or of such 
popular newspaper columnists as Dor- 
othy Dix and Beatrice Fairfax; or of 
commercial marriage guidance bureaus 
whose methods of securing and holding 
clients are those commonly associated 
with rackets. The writer hopes that 
students of social trends and social 
engineers may find of interest this brief 
summary and interpretation of a 
relatively new and rapidly developing 
control in the changing family life of 
today.! 

1 Data for this study consisted of current books 
and periodical literature which refer to marriage 
and family life guidance, together with corre- 
spondence and reports in the files of interested 
national agencies, which were supplemented by 
interviews with from ten to twelve members of 
each of the professions here represented, to 


whom warm appreciation is due. I wish to 
thank especially Dr. Robert L. Dickinson and 
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I. Soctan Case Work 


Social case work today is concerned 
with the treatment and adjustment of 
underprivileged and unadjusted in- 
dividuals functioning as organic units 
in life situations. In ordinary practice, 


-the professions of religion, medicine, 


law, and education deal only with cer- 
tain aspects of the lives of their 
parishioners, patients, clients, or stu- 
dents. 

During its history of fifty years, 
social case work has been described in 
turn as the giving of relief, constructive 
assistance, the scientific diagnosis and 
treatment of social disorders, and the 
art of helping people out of trouble. 
This development in social case work’s 
conception of its rôle has been paralleled 
by increasing emphasis on the impor- 
tance of professional training for work- 
ers and by the growth of graduate 
schools of social work. Less and less 
do volunteers actively participate in 
ease work; they serve instead as mem- 
bers of boards and committees, where 
they function chiefly as interpreters of 
the professional worker to the com- 


‘munity at large and of the community 


to the professional. 

Instead of telling people what to do, 
with the implication that they can 
expect assistance only so long as they 
follow directions, the professional case 
worker today aims primarily to make 


Louise S. Bryant of the National Committee on 


‘Maternal Health; Dr. W. F. Snow, director of 


the American Social Hygiene Association, and 

members of, his staff in the Division of Family 
Relations; Worth L. Tippy, director of the Com- 
mission on the Church and Social Service of the 
Federal Council of The Churches of Christ in 
America; and Grace Marcus, case-work con- 
sultant in the Charity Organization Society, 
New York City, for making available corre- 
spondence and memoranda that contained much 
valuable first-hand data, for representing provoc- 
ative and useful points of view, and for reading 
the manuscript and making many suggestions for 
its improvement. 
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available -to her clients their own 
unused resources. Both financial and 
personal assistance is given in such a 
way that the client is progressively 
able to get along without assistance. 
Treatment begins in the first interview 
and proceeds throughout the history of 
each case, parallel with the collection 
and the analysis of data. With the 
help of her supervisor or a case confer- 
ence group, the ‘professional worker 
studies the facts as they are revealed, 
and, in the light of her study, makes 
and from time to time revises treatment 
plans. These generally call for the 
introduction of new and constructive 
influences into the lives of clients, and 
the modification or the active elimina- 
tion of factors judged destructive. 
Thus, by manipulating the environ- 
ment, by building up self-confidence, 
and by guiding the client in his earlier 
attempts to use his own resources, the 
worker endeavors to make possible a 


_ more satisfactory, and she hopes per- 


manent, life adjustment. If case work 
was once exclusively executive, today 
it is objective understanding, reëduca- 


. tion, and guidance, with respect for the 


freedom and the individuality of its 
clients. 

This broad sketch of contemporary 
case-work philosophy and method is 
not, of course, accurately descriptive of 
all family case work. In a few agen- 
cies, routine social diagnosis and pre- 
scription is still the rule, although this 
is fast disappearing. In others, pro- 
cedures have been still further modified 
in the light of the clinical techniques of 
psychiatry. One group, applying the 
teachings of post-Freudian psycho- 
analysis, aim to relate themselves to 
applicants for assistance and carry on 
case-work treatment with attention 
exclusively to the inner problems of 
their clients, to the psychological 
factors in adjustment. Helping people 
in trouble means to them helping people 
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I. Socar Case Work 


Social case work today is concerned 
with the treatment and adjustment of 
underprivileged and unadjusted in- 
dividuals functioning as organic units 
in life situations. In ordinary practice, 
the professions of religion, medicine, 
law, and education deal only with cer- 
tain aspects of the lives of their 
parishioners, patients, clients, or stu- 
dents. 

During its history of fifty years, 
social case work has been described in 
turn as the giving of relief, constructive 
assistance, the scientific diagnosis and 
treatment of social disorders, and the 
art of helping people out of trouble. 
This development in social case work’s 
conception of its rôle has been paralleled 
by increasing emphasis on the impor- 
tance of professional training for work- 
ers and by the growth of graduate 
schools of social work. Less and less 
do volunteers actively participate in 
case work; they serve instead as mem- 
bers of boards and committees, where 
, they function chiefly as interpreters of 
the professional worker to the com- 
munity at large and of the community 
to the professional. 

Instead of telling people what to do, 
with the implication that they can 
expect assistance only so long as they 
follow directions, the professional case 
worker today aims primarily to make 


Louise S. Bryant of the National Committee on 
Maternal Health; Dr. W. F. Snow, director of 
the American Social Hygiene Association, and 
members of his staff in the Division of Family 
Relations; Worth L. Tippy, director of the Com- 
mission on the Chureh and Social Service of the 
Federal Council of The Churches of Christ in 
America; and Grace Mareus, case-work con- 
sultant in the Charity Organization Society, 
New York City, for making available corre- 
spondence and memoranda that contained much 
valuable first-hand data, for representing provoc- 
ative and useful points of view, and for reading 
the manuscript and making many suggestions for 
its improvement. 
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available to her clients their own 
unused resources. Both financial and 
personal assistance is given in such a 
way that the client is progressively 
able to get along without assistance. 
Treatment begins in the first interview 
and proceeds throughout the history of 
each case, parallel with the collection 
and the analysis of data. With the 
help of her supervisor or a case confer- 
ence group, the professional worker 
studies the facts as they are revealed, 
and, in the light of her study, makes 
and from time to time revises treatment 
plans. These generally call for the 
introduction of new and constructive 
influences into the lives of clients, and 
the modification or the active elimina- 
tion of factors judged destructive. 
Thus, by manipulating the environ- 
ment, by building up self-confidence, 
and by guiding the client in his earlier 
attempts to use his own resources, the 
worker endeavors to make possible a 
more satisfactory, and she hopes per- 
manent, life adjustment. If case work 
was once exclusively executive, today 
it is objective understanding, reéduca- 
tion, and guidance, with respect for the 
freedom and the individuality of its 
clients. 

This broad sketch of contemporary 
case-work philosophy and method is 
not, of course, accurately descriptive of 
all family case work. In a few agen- 
cies, routine social diagnosis and pre- 
scription is still the rule, although this 
is fast disappearing. In others, pro- 
cedures have been still further modified 
in the light of the clinical techniques of 
psychiatry. One group, applying the 
teachings of post-Freudian psycho- 
analysis, aim to relate themselves to 
applicants for assistance and carry on 
case-work treatment with attention 
exclusively to the inner problems of 
their clients, to the psychological 
factors in adjustment. Helping people 
in trouble means to them helping people 
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meet their daily life situations with 
less conflict and less strain.? 


A WIDENING FIELD 


Meanwhile, most family case-work 
agencies have come to require of their 
workers, in addition to skill in diagnosis 
and treatment through the interview, 
broad foundations of knowledge in the 
social sciences. In addition to case 
workers, some agencies also employ 
nurses, clinical psychologists, special- 
ists in household arts and nutrition, 
and psychiatric workers, either to help 
assimilate into case-work theory and 
practice the contributions of their 
special sciences, or to supplement case 
workers in their approach to clients. 

As communities have become familiar 
with these more recent professional 
emphases, family case work has tended 
to lose in their eyes the stigma formerly 
attached to it. People in financial 
difficulties more often seek help before 
they are driven into the streets, and 
with less sense of shame. Those who 
come for financial assistance increas- 
ingly ask also for marriage and family 
relationship guidance. Still others ap- 
ply solely for assistance in solving mar- 
riage and family relationship problems. 

For instance, one woman from a poor 
district applied to a family society for 
assistance in handling a cranky mother- 
in-law; because, she said, a neighbor 
had told her she would find some one at 
the family agency who could help. It 
turned. out that this neighbor was a 
client of the agency who had been re- 
ceiving financial aid but who had come 
to value also the agency’s assistance 
in her family relationship problems. 
In another city a mother comfortably 
well off saw “Family Society” in 
the telephone directory and appeared 


2 This point of view is ably set forth in 4 
Changing Psychology in Social Case Work, by 
Virginia P. Robinson, University of North 
Carolina Press, 1931. 


{ 


TEBE ANNALS OF THE AMERICAN ACADEMY 


before the application secretary be- 
cause she was upset by the discovery 
that her husband was teaching their 
daughter bad sex habits. Such cases, 
self-initiated by self-maintaining cli- 
ents, can be found by the tens in the 
case loads of all family agencies today. 


DEALING WITH MARITAL 
MALADJUSTMENT 


Inereasingly, therefore, the practice 
of social case work includes marriage 
and family life guidance. In, ‘most 
agencies, cases involving problems of 
marital adjustment are assigned to the 
more mature workers. It is widely 
believed within the profession, how- 
ever, that no family case worker can 
give adequate service to her clients 
today without taking sex and marital 
adjustment into consideration. Some- 
times a worker is called upon to help a 
client to develop more constructive 
attitudes in a sex relationship. If 
gynecological examination or contra- 
ceptive advice seems to be indicated, 
the suggestion is made to the client and 
to her husband, and, when accepted, 
necessary services are arranged. 
Treatment is modified in the light of 
medical findings and recommenda- 
tions, but the case worker continues 
actively to carry the case. 

While this is the usual procedure 
within the profession, one agency has 
developed the policy of referring cases 
involving problems of sex and marital 
adjustment to a group of specialists 
organized into a separate department 
within the agency. Increasingly aware 
of the sex life of many of their clients as 
a factor in family maladjustment, 
increasingly impressed by the fact that 
the arrival of additional children was 
actually prolonging dependency in 
many families under care, and believing 
also that the ordinary social case 
worker could not adequately handle 
this type of problem, the Jewish Social 
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Service Bureau of Chicago organized, 
in 1922, a sex hygiene department, to 
make available to woman clients of the 
agency, referred by case workers with 
the approval of their supervisors, 
medical examination and instruction in 
the use of contraceptives. 
Today, staffed by a woman physician, 
a man physician, a specially trained 
case worker, and a nurse, this depart- 
ment gives sex hygiene advice and 
guidance to both husbands and wives. 
The director believes this service has 
proved itself indispensable in the 
. treatment of the type of problems 
with which his organization deals, and 
that it has helped to reduce sex in- 
compatibility and domestic friction by 
lessening fear of pregnancy and by 
increasing gratification in sex relations. 
Thus within social case work there 
have developed two general approaches 
to the handling of marital relationship 
problems. One says in effect: Train 
the ordinary case worker to be ready 
- with guidance on the sex hygiene and 
marital relationship aspects of her 
clients’ lives, and expect her to use 
medical and birth-control specialists as 
she would specialists in tuberculosis or 
mental disease. The other approach 
says: These are special problems; the 
ordinary case worker cannot handle 
them adequately; cases involving the 
need for sex hygiene and marital rela- 
tionship guidance must be referred to 
and carried by specialists, whose serv- 
ices may be made available either 
through a department of the agency 
or through a nearby marriage guidance 
clinic. Several case-work executives 
have tried to develop, or have advo- 
cated the development of, separate 
marriage and family life guidance clin- 
ics in their communities. 


A VALUABLE SERVICE 


Whatever differences there may be 
over questions of method and organi- 
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zation, all family case workers are 
united in believing that sex hygiene 
and marital relationship guidance has 
proved so valuable and so acceptable 
to their clients that it ought to be made 
available to all who desire it. “Al- 
though our service has been limited to a 
small number of cases, there is consider- 
able indication that adjustment of sex 
relations and the use of contraceptives 
are important factors in improving sex 
compatibility and domestic relations,” 
writes a former director of the Chicago 
Jewish Social Service Bureau. Point- 
ing out that social case work still serves 
only the relatively underprivileged, 
and further that its help becomes 
available rather late in the marital 
history of badly adjusted couples or 
unsuccessful families, he proposes that 


a service be organized suitable to the needs 
of couples early in marriage or even before 
marriage. Such a servicé would not only 
effect family limitation but the spacing of 
wanted children so that a longer interval 
between pregnancies could be obtained. 
If instituted for the use of couples early in 
their married careers, it might aid consider- 
ably in preventing the development of do- 
mestie friction and disharmony which so 
often bring families to the attention of 
courts of domestic relations and social 
agencies, 


Il. Tae MINISTRY 


Next to social case workers, Protes- 
tant ministers receive, probably, more 
calls for help on marriage and family 
problems than do the members of 
any other profession. No minister 
can entirely escape calls from families 
in distress; some ministers, generally 
those who are also interested in other 
aspects of “work with individuals,” 
give as much as a third of their time to 
marriage and family life guidance; but 
for most ministers, such service is inci- 
dental to their regular pastoral work. 

Curricula of Protestant theological 
seminaries are replete with courses in 
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philosophy, theology, Biblical science, 
and homiletics; some also offer courses 
in education, psychology, and sociol- 
ogy; and a few offer single semester 
courses in the art of helping people out 
of trouble, only two of which include 
supervised clinical experience. Protes- 
tant ministers in training are given 
plenty of information, but little or no 
supervised practice in developing clin- 
ically effective methods of work with 
individuals. ê 

Ministers in general, however, are 
more mature persons than case workers 
(most of whom are young unmarried 
’ women), their reading and study are 
wider, they enjoy greater professional 
prestige, and they are called upon for 
_ help by all sorts and conditions of men. 
It is not surprising, therefore, that 
some ministers, while carrying on their 
general pastoral work and preaching, 
have developed reasonably effective 
procedures for marriage guidance or for 
family life guidance or for both. 


FAMILY LIFE GUIDANCE 


Parishioners with family relation- 
ship difficulties present much the same 
sort of problems to be found in the 
records of family case-work agencies: 
A wife suspecting her husband of infi- 
delity comes asking the minister to 
talk with him; help is sought in settling 
a quarrel between a wife and her hus- 
band’s mother in which the man takes 
his wife’s part, claiming that his mother 
is insane; a wife appeals to the minister 
for help because her husband, infatu- 


3 Five of the larger seminaries list courses for 
students in social case work, or in interviewing, 
or on the use of psychology and psychiatry in 
pastoral work, consisting primarily of readings 
and discussion. During 1930 and 1931, the 
Craigie Foundation of Cambridge, Massachu- 
setts, has provided supervised training in mental 
hospitals for fifty young ministers in order to 
help them to reconstruct their pastoral work 
into the guidance and adjustment of human 
relationships. 
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ated with a younger woman, wants 
her to leave him; a young man and his 
widowed mother, of whom he is the sole 
support, increasingly get on each other’s 
nerves, and he comes to the minister, 
claiming that he cannot live with her 
any longer and yet cannot support her - 
if they live apart.* 

In the absence of any professionally 
accepted guidance. procedures, such 
problems are handled in a variety of 
ways. At one extreme stands the 
minister who attempts to locate the 
guilty party, bring him to repentance, 
and effect restitution or reconciliation. 
A. minister with this approach invari- 
ably tries to keep intact the structure of 
monogamous family life. At the other 
extreme stands the minister with a 
case-work philosophy, who tries to 
help each individual make the most 
satisfactory adjustment possible under 
the circumstances, whether or not the 
family is kept together. 

Whatever the approach, ministers 
rely for effectiveness in their interview 
work upon common sense, insight, and 
human sympathy and understanding. 
They do not make case studies or keep 
case records; the brief notes made by 
some have been considered by pro- 
fessional case workers inadequate for 
planning and checking the effectiveness 
of treatment. Many of the ministers 
who offer marriage and family life 
guidance, however, keep in close touch 
with nearby case workers, and in their 
own work use increasingly the theories 
and the procedures of professional 
social case work. 


CHURCH CLINICS 


In some communities, ministers have 
found themselves overwhelmed by re- 


-quests for help or have been impressed 


by the greater experience of members 


4 For a fuller summary, see Dexter, E. W. and 
R. C., The Minister and Family Troubles, Richard 
R. Smith, 1931. 
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of other professions, and as a result 
have organized in their churches clinics 
or bureaus for family life guidance or 
simply for life guidance. Fifteen such 
church clinics are now known. They 
range, in personnel, all the way from a 
minister (or his assistant trained in 
education and psychology) plus two or 
three consultants available upon re- 
quest, to a staff consisting of a full-time 
psychiatric social worker or psychia- 
trist and a secretary plus anywhere 
from two to twenty-six consultants. 
In service, they vary from one after- 
noon or evening a week, during which 
75 individuals are interviewed each 
year, to regular daily office hours 
during which 1,100 or more individuals 
are handled each year. In announce- 
ments to the public, the scale extends 
all the way from offering help “(1) to 
persons who wish to change certain 
characteristics which now cause them 
unhappiness and lessen their effective- 
ness, (2) to persons in practical difficul- 
ties, (8) to husbands and wives who 
have difficulties in adjusting to each 
other, (4) to parents who want assist- 
ance in child guidance, and (5) to young 
people who have difficulties in making 
their adjustments,”’—from such broad 
claims as these to simple announce- 
ments that appointments are available 
for people who have family or personal 
adjustment problems. In primary 
aim, the gamut runs from the cure of 
nervous disorders or of alcoholism to 
vocational and family life. guidance. 

5 The Life’ Adjustment Center of the Mount 
Pleasant Congregational Church, Washington, 
D. C., reported in June 1930 that its paid staff 
consisted of a full-time psychiatric social worker 
and her secretary, plus the following volunteers: 
eight psychiatrists, three social workers, five 
physicians, three child psychiatrists, one dieti- 
tian, one home economics adviser, one hostess, 
one director of religious education, one clinical 
psychologist, one psychoanalyst, and one clergy- 
man, who in the previous eight months had 


given, through the Life Adjustment Center, 
1,827 appointments to 581 individuals. : 
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These church clinics, no matter what 
their: original purpose and without 
regard to the quality of their work, are 
all called upon increasingly for help in 
marriage and family relationship prob- 
lems. 


MARRIAGE GUIDANCE FOR CONTRACTING 
COUPLES 


Turning now to marriage guidance, 
ever since a well-known physician 
made a stirring public appeal to his 
pastor twenty-five years ago, physi- 
cians, sociologists, and eugenists have 
been trying to impress upon clergymen 
the importance of the service they 
might render to family stability and 
individual happiness if they would 
train for marriage the young people for 
whom they perform marriage cere- 
monies. Today many ministers use 
guidance procedures, most of which 
have been worked out individually, 
but some of which represent the think- 
ing and the experience of clerical groups. 
The rank and file of the profession, 
however, still believe that it is not their 
responsibility to go behind the marriage 
license. 

Pressure is being brought continually 
against this letter-of-the-law attitude. 
Commissions or committees on mar- 
riage and the home or on marriage and 
divorce in six of the larger denomina- 
tions, and the Commission on the 
Church and Social Service of the 
Federal Council of The Churches of 
Christ in America have all recom- 
mended in recent reports that ministers 
should be trained to give preparation 
for marriage and family life to young 
couples at whose marriages they offici- 
ate. In June 1931 the General Con- 
vention of the Protestant Episcopal 
Church adopted a canon which makes 
it obligatory upon its clergy “to give 
instruction to the contracting parties 
as to the nature of holy matrimony, its 
responsibilities, and the means of 
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grace which God has provided through 
His church.” At least two national 
church social service departments are 
planning to publish in 1931 booklets of 
instruction to help ministers carry 
out the recommendations of these 
committees, assemblies, and conven- 
tions. 

Many denominations in the past 
five years have included in their minis- 
terial institutes and conferences, lec- 
tures and courses on family life and 
marriage guidance. An interdenom- 
inational office has records of more 
than a hundred conferences on marriage 
and family life organized during the 
last five years by dioceses or districts 
or church federation areas, in which, 
besides meetings for young people, 
there were conferences and discussions 
for ministers. In December 1931 the 
Commission on Social Service of the 
Federa] Council of The Churches of 
Christ in America, in coöperation with 
the American Socia] Hygiene Associa- 
tion, reached more than seven hundred 
ministers through conferences on mar- 
riage and the home in nine Pacific 
coast cities, and in each of these cities 
follow-up seminars have been organized 
for the systematic study of these 
problems by ministers. It must be 
borne in mind, however, that the min- 
isters so influenced are relatively few in 
number and that such meetings and 
seminars furnish merely the beginnings 
of training for marriage and family 
life guidance. 


MARRIAGE GUIDANCE PRACTICE 


Actual marriage guidance practice 
varies widely—all the way from a 
perfunctory half-hour talk and the gift 
of a booklet on sex hygiene, to six 
interviews or more with each couple. 
Sometimes the minister will talk with 
the man, and the minister’s wife with 
the young woman. In addition, a few 
refer couples to codperative physicians 
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or to nearby birth-control clinics for 
contraceptive advice, and still fewer 
refer to financial experts for help on 


‘budgeting. At one city church in 


which more than five hundred mar- 
rilages were performed in 1930, a 
worker is employed solely for confer- 
ences with applicants for marriage. 
An experienced woman with children of 
her own, she uses when necessary a 
psychiatrist, a birth-control clinic, and 
the budgeting department of a savings 
bank to furnish couples with the infor-- 
mation she believes they need for their 
future happiness. More commonly, 
however, marriage guidance is given 
solely by the officiating minister. 

Several ministers have developed 
application forms that call for informa- 
tion which, when given, becomes the 
basis of their marriage guidance inter- 
views. One explains: “This enables us 
to discuss at once and without embar- 
rassment such questions as sex rela- 
tionships and learning to get along 
with thé in-laws.” Another minister 
publishes banns and has his young 
people declare their intention at public 
services of worship. Still another, in 
preparation for his two or three guid- 
ance interviews and the ceremony, 
requires of each couple he is going to 
marry, regular attendance at his mar- 
riage class. 


MARRIAGE GUIDANCE CONTENT 


The content of these interviews 
varies widely, from relatively plati- 
tudinous references to the home, future 
children, and the spiritual or sacra- 
mental aspects of marriage, to direct 
presentation and discussion of budget- 
ing, sex relations, and spacing children. 
One minister describes his interviews 
with young couples as follows: 

My first step is to make sure the couples 
know how and where to get their license, if 
it has not already been secured. From that 
I proceed to inquire whether either of them 
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has been previously married, and if so, 
what were the circumstances. Each di- 
vorce must be treated on its own merit and 
as much consideration given to the future 
_ marriage as to the blunders of the past. I 
next inquire as to prospective income, 
living arrangements, savings, and insur- 
ance. It is no longer ethical to marry 
people without visible means of support, 
and the clergyman who does so is encourag- 
ing a broken home. 

From the economic and household side of 
marriage it is an easy step to inquire as to 
what thought they have given to the sexual 
aspects of marriage; what have they read 
and with whom they have discussed such 
matters; whether they have decided upon 
any practical method of family limitation or 
not. ‘ 

After this I present them with a marriage 
booklet which gives careful guidance in the 
technique of sex conduct in marriage. Ido 
not attempt to discuss these intimate mat- 
ters with them face to face, for most 
couples are too embarrassed to do so com- 
fortably, and more of them have no vocabu- 
lary or experience to do so if they wished. 
I assure them of my willingness to give 
them any needed assistance at any time in 
the future. 

These interviews do not take very long, 
as a rule, and may be easily concluded by an 
inquiry as to relatives, their religious 
preferences, and any necessary details of 
the wedding ceremony. The very fact that 
_ a pastor cares about all these things gives 
the young couple the assurance that here is 
one who understands, and if perplexities 
come, they have in him one who is a true 
shepherd and a real friend. 


Another pastor, whose city church 
has an active program for young peo- 
ple, says it is generally known that 
marriage applicants must go through a 
pretty stiff course of training with him. 
Here is his description of this training: 


After making sure that they understand 
how to secure a license and after completing 
arrangements for the ceremony, I explain to 
them that I do not take marriage fees, 
because I want them to think of me as an 


N 


1 
‘ 
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entirely disinterested third = who is 
mediating to them knowledge of vital 
importance for their future happiness. 
Then I tell them that jn my experience 
money and sex are thé rocks on which 
marriages are most like!ly to fail and that if 
young people get stated straight in these 
two matters they wil} have happy married 
lives. I tell them how important it 1s to 
make a plan for the fuse of their income, and 
with the help of spme budgeting material 
from a local bank @ficer I explain how this 
can be done. Than I ask them to talk it 
over together and /make a tentative plan; 
this they sometimes discuss with me later, 
sometimes not, as{ they perfer. 

Next I explain {to them that satisfactory 
sex relations must} be learned, often slowly 
and patiently, a d that happily married 
couples reach the Ipeights only after several 
years of experiencd: 2 cohabitation. Then 
I talk about the difterences between the sex 
natures of women jand men. If I/see that 
they are embarrasg sed, I give the ; 
of the instruction fto each separajtely. By 
this time, howevef Most couples fire willing 
to have me tak about sex i tercourse, 
which I explain with the help off diagrams. 
Some couples alfteady know a \good deal, 
either from reagi2g or from pr&vious sex 
experience. Otee couples, including many 
who think they, 
ignorant and 
carefully. I mê 





















experiences. 

The next poi 
ously brought it 
ception. ‘I discu 


up, is the control of don. 
ss the hygiene and the 
ent methods commonly, 


used and secure for (ME 22 appointment, 
gish it. I finish. 


physical health and living arrangf™¢ 
In case they are planning to live with either 
family of in-laws, I discuss at some IHE% 

the pros and cons of the course they pro- 
pose, for most young people have not 
thought that there are in this generation 
good reasons against, as well as for, such an 
arrangement. Then I give them one or 
two booklets containing the material I have 


“N. arated. Most of the 
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talked over With them so that they can 
remember bettter what I have said. 

All of this takes from eight to twelve 
hours with each \couple. More than half 
come back for another talk before the 
marriage service, solmetimes to clear up a 
point, more often just) to thank me. If they 
are living in the neifshborhood, I make a 
point of inviting them\to another interview 
two or three months after the ceremony. 

This is the plan I have followed for more 
than ten years and not one of the couples 
that I have prepared in, this way has sep- 
a have as many 
hildren as they can affolrd, which is what I 


uld expect of couples) happily adjusted 
aneially and sexually.’ 



























COOYPERATION WITH IppormssIoNALs 


n, ' budgeting, 
e art of liv- 
oup there is a 
in touch with 
n social work 
y are the most 
dance workers 


handfufl who also keep 
clinical. developments i 
and in} medicine, and the 
comp¢tent marriage gui 
in their profession. 

Jyistead of | offerin 
themselves, some mij : 
larger cities prefer to 9.41 upon nearby 
gocial case workers psychiatrists, or 
more rarely f 
{marriage gu 
In some parishes these pro- 
lofals are used informally, es- 
peciily when they are residents in the 
parish or members of the church. In 
! others, their services are organized 
into a clinic or bureau. 

One city church whose clubs, classes, 
and discussion groups annually enroll 
more than 400 young people, most of 


this service 
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them unmarried, organ! 
fall of 1931 a carefully pl 
guidance service. Sex 
marriage relationship 

long taken a prominen 
informal discussions of 
and their adult leaders 
quently asked for help 
problems. Before ope 
guidance service the ck 
with a social psychiatris 
conferences on sex anc 
justments, in order th 
know better what types 
refer. The service is 

psychiatric social worke 
had experience in edt 
with young people, anc 
physician, with experi 
university dean of wor 
ants available upon requ 
pastor, his staff of sex 
man physician, a psychi. 
specialist, and a house 
cialist. , 


SUMMARY 


Marriage and family 
nowhere an intrinsic 
part of the work of t 
minister today. Prof 
case work has so deve 
routine practice neces: 
marital and family rel: 
ance. Professional leac 
gion, however, may inc 
depending upon the i 
individual minister. W 
guidance may be mad 
parishioners in two wi 
rectly through the minis 
a staff of more or less tra 
which the minister may 
The former is many ti 
quent than the latter. 


IU. Tur PROFESSION 


In recent years the. 
cure of disorders relate 
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tioning has been developed by a few 
physicians to include sex hygiene and 
marriage guidance. Requests from 
patients, individual reading in scientific 
and semipopular treatises on psychol- 
ogy and sociology, and the changing 
attitudes of a few leaders of the profes- 
sion, all stimulate this trend. On the 
other hand, leaving out schools of pub- 
lic health, almost all of the work of 
medical schools trains students to deal 
with sick bodies, not organically whole 
human beings, and to cure disease, not 
prevent it. There is also abroad in the 
profession the widespread belief that 
it is the family physician’s job to do all 
that he can to effect cures but that not 
much else is his business. Add am- 
bition for professional success, and the 
consequent necessity for protecting one- 
self against all too facile and sometimes 
fatal innuendo, and it becomes clear 
why most physicians are wary of the 
socio-psychological aspects of the sex 
lives of their patients. 

Preventing the recurrence of disease, 
therefore, is within the province of the 
physician, but not providing ahead of 
time for marital health and happiness. 
Rarely will the ordinary doctor, for in- 
stance, dismiss a woman patient after 
a therapeutic abortion or a danger- 
ous labor or a gynecological operation 
or illness, without prescribing some 
method for controlling conception. 
Equally rare is the physician who offers 
sex information and marriage relation- 
ship guidance to recently married 
patients or those about to be married. 
Indeed, it is safe to say that there are 
fewer physicians than ministers who 
have equipped themselves to offer 
such guidance. 


PROCEDURES OF PHYSICIANS 


In the absence of generally accepted 
texts or clinical guides, the procedures 
used by these few vary widely. Some 
report that they tell their younger pa- 
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tients who ask for help what they have 
learned from their older patients about 
the pitfalls of sex; a few mention tech- 
niques for putting patients at their ease 
and for presenting material; and one 
says that he scales information accord- 
ing to his estimate of what the patient 
can understand or can endure emo- 
tionally. 

The most thorough procedures found 
within the medical profession are those 
described by Dr. Robert L. Dickinson 
in publications of the National Com- 
mittee on Maternal Health. In 1890 
he started to collect data on the sex 
lives of his patients and to try out 
clinical techniques for premarital ex- 
amination, instruction in sex hygiene, 
and marriage relationship guidance. 
In 1905 he began to persuade his col- 
leagues of the unique opportunity of 
the physician for preventing serious 
disorders and unhappiness by the prac- 
tice of preventive gynecology and mar- 
riage relationship guidance and to tell 
them how he did it. By 1925, when he 
retired from active practice to devote 
all his time without remuneration to 
the Committee on Maternal Health, 
he had accumulated clinical records of 
eight thousand cases, out of which he 
could call a thousand full histories of 
sex relationship in marriage averaging 
seven years in length, with some cover- 
ing thirty years. 


MARRIAGE GUIDANCE IN THE 
BIRTH-CONTROL MOVEMENT 


With the twentieth century, several 
methods of preventing conception be- 
gan to spread rapidly through the more 
prosperous sections of this country, and 
after the World War a movement to 
make contraceptive information avail- 
able to less privileged groups got under 
way. It was not until 1923, however, 
that the first birth-control clinic in this 
country opened its doors, in the face of 
much opposition. Two others were 
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started that same year and three the 
next. Themovement developed slowly 
at first; six years later there were only 
twenty-eight clinics. In the next two 
years fifty-seven new clinics , were 
opened, so that by the end of 1931 
eighty-five clinics, pretty well dis- 
tributed through the country, were 
offering contraceptive advice and guid- 
ance to the general public free or for 
nominal fees. More than half were 
hospital clinics. Birth control had 
become recognized. 

Today new emphases are emerging 
within the movement. Officers and 
staff members of several birth-control 
clinies are raising questions regarding 
the adequacy of the services they offer. 
Whether it is because some younger 
physicians in all communities are now 
willing to instruct patients in methods 
of controlling conception and hospitals 
are beginning to develop organized 
birth-control services, or because stud- 
ies of records are revealing that most of 
their patients have come between the 
ages of 85 and 45 after physical and 
mental suffering that could have been 
prevented had contraceptive and sex 
hygiene information been available 
earlier, or because increasingly they are 
receiving requests for examination and 
instruction from newly married and 
engaged couples—whether for one or 
for all of these reasons, there is an 
increasing interest in the expansion 
of services to include sex hygiene 
instruction and marital relationship 
guidance. 

A birth-control worker in a large 
Eastern city urged upon her ‘colleagues 
recently: 


Now that the giving of contraceptive 
advice is a procedure accepted by many 
social service agencies and by an increasing 
number of private physicians, may we not 
go a step further and help educate these 
women when they first think of getting 
married? May wenot make information on 
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sex hygiene and marital relationships and 
contraception as easily available through 
literature and contact with coUperative 
physicians, nurses, and social workers to 
the young men and women of the less 
privileged group as we now do to practically 
all [ste] of the young men and women of the 
more privileged group? 


The Birth Control Review, official 
organ of the Birth Control League, up 
to and including 1930 printed’ no ma- 
terial on marriage and family life guid- 
ance, but did present several articles on 
the sex education of children and ado- 
lescents. During 1931, however, five 
contributions were concerned in whole 
or in part with marriage and family life 
guidance, and many such contributions 
are planned for 1932. At least two 
birth-control clinies developed, during 
1980 and 1931, techniques for what 
they call sex talks to husbands and 
wives, and one is giving premarital 
instruction to couples who come with 
marriage licenses. 


THE NATIONAL COMMITTEE ON 
MATERNAL HEALTH 


It was also in 1923 that a group of 
physicians and laymen, several of 
whom were associated also with the 
American Social Hygiene Association 
and the American Birth Control League 
joined hands to organize the Com- 
mittee on Maternal Health. Its pur- 
poses were announced as research, and 
publication for and advisory service to 
the medical profession. From the 
very beginning, it interested itself in a 
comprehensive program of preventive 
gynecology which included the control 
of conception, premarital examina- 
tions, conjugal adjustment, sterilization 
without unsexing, therapeutic abortion, 
and the prevention and treatment of 
sterility—every major medical aspect 
of maternal health. 

Increasingly recognized by indi- 
vidual members of the medical profes- 
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sion as a trustworthy pioneer, the 
Committee on Maternal Health be- 
came in 1930 the National Committee 
on Maternal Health, Inc.® The medi- 
cal profession as a whole, however, is 
not actively interested in its work, nor 
has it gone on record through any of its 
organized agencies as approving the 
practice of marriage and family life 
guidance.’ 

Requests for help in the organization 
of new birth-control clinics, which have 
been received by the National Commit- 
tee on Maternal Health during 1931 
from hospitals and other organized 
public health agencies, are evidence 
that the era of the independent birth- 
control clinic as a protest and demon- 
stration is drawing to a close. Today 
older clinics are being incorporated 
into, and new clinies are being organ- 
ized only within, hospital systems and 
other public health units. The need 

_ for and the value of conception control 
have been proved to leaders in medi- 
cine, religion, social work, and educa- 
tion. Hospitals are being persuaded 
to discard their century-long practice 
of performing abortions on women 
with such ailments as chronic kidney 

_ disease, and to adopt instead preven- 

tive measures—in other words, to 
prescribe contraception in order to 
lessen abortion. 

Before they become units in the 


®The National Committee on Maternal 
Health, New York Academy of Medicine Build- 
ing, 2 East 103 Street, New York City, has 
published several pamphlets and reprints and 
also three volumes: Seventy Birth Control Clinics 
by Robinson, 1930; 4 Thousand Marriages by 
Dickinson and Beam, 1931; and The Control of 
Conception by Dickinson and Bryant, 1931—all 
handled by the Williams and Wilkins Company, 
Baltimore. 

7The Cincinnati Academy of Medicine claims 
it is the only medical body in the world that has 
organized a maternal health service; but up 
through 1981 this service did not include mar- 
riage guidance apart from advice on the control 
of conception. 
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organized public health services of 
their communities, many birth-control 
clinics, following the present trend, will 
doubtless have developed the practice 
of giving premarital examinations, and 
sex hygiene and marital relationship 
guidance, It is quite probable there- 
fore that before many years some 
hospital organizations will include 
clinics offering marriage guidance serv- 
ices, 


PSYCHIATRIC SERVICES 


A little farther from the main cur- 
rents of medicine and public health 
flow certain specialties within psychi- 
atry, the practice of which involves 
giving marriage and family life guid- 
ance. A social psychiatrist (his own 
designation) in a large city reports 
that young people increasingly come to 
ask him how happy and satisfying 
marital relationships may be developed. 
Psychoanalysts find that in the course 
of each analysis they have to help the 
patient analyze his sex conflicts and 
repressions and work out more accept- 
able ways of handling sex impulses. 
Psychiatrists on the staffs of child 
guidance clinics, using newer child 
guidance techniques, are often called 
upon to help parents to work out more 
satisfactory relations with each other in 
order that their children may be re- 
lieved of some of the stimuli to the bad 
behavior for which they are under 
treatment. 

When initiated by parents, some 
child guidance clinics also accept 
short-term cases, in which, instead of 
working directly with the child, the 
psychiatrist has a series of interviews 
with one or both parents. Family 
relationships, especially the conjugal 
relationship, come up for consideration 
in most such cases. Marriage and 
family life guidance, therefore, is in- 
trinsic within the routine practice of 
these specialties. 
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A DEMAND FOR CLINICS 


Some members of the profession of 
medicine have come to believe in the 
need for organized bureaus or institutes 
for marriage and family life guidance. 
One doctor has secured the backing of 
many prominent citizens in his com- 
munity for the opening of such a 
bureau in the Spring of 1932. Another 
writes: 


I should like to see marriage councils in 
every city of the country, to provide 
consultations for patients according to their 
needs with the specialties of internal 
medicine, neurology, psychiatry, endocrin- 
ology, and urology, and, in related fields 
outside medicine, with psychology, sociol- 
ogy, and education. These councils 
should be staffed by men and women who 
are successfully married, normally sexed, 
high-minded, clean-minded, open-minded, 
and unhampered by inhibitions or by 
celibate dogmas, 


In summary, the practice today of 
several specialties within medicine 
involves giving guidance for marriage 
and family life. Some family physi- 
cians also are now offering within their 
routine services at least the medical 
aspects of such guidance. Staffs of 
marriage clinics organized by members 
of other professions always include one 
or more physicians. Except for the 
development in this direction of the 
. procedures of certain birth-control clin- 
ics, however, no marriage and family 
life guidance bureau or clinic has 
yet developed within the medical 
profession. 


IV. Tre Lecau PROFESSION 


Members of the legal profession, 
especially lawyers who handle family 
trusts, divorce lawyers, and courts 
whose jurisdictions cover domestic 
relationships, perpetually handle situa- 
tions which offer opportunity for family 
life guidance. Seldom do they meet 
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couples in the early stages of trouble, . 
however; whatever guidance they give 
is to families already under some 
strain and often at the breaking point. 

Here and there lawyers can be 
found who inquire into requests for 
legal services and offer domestic rela- 
tionship guidance where they think it is 
needed and will be acceptable. Legal 
aid societies often tender such services 
to their underprivileged clients. In 
one law club, recently, the question as 
to whether or not these services were 
within the province of lawyers provoked 
brisk discussion. Like most ministers 
who believe that they cannot inquire 
behind the marriage license, and like 
most physicians who refuse to discuss 
general sex matters with their patients 
on grounds of professional ethics, 
so most lawyers have apparently con- 
cluded that it is professionally unethi- 
cal for them to offer clients marital and 
family life guidance. 

It is only the nonconformist, with a 
social philosophy and a certain degree 
of disinterestedness, that finds it worth , 
while to prepare himself for such . 
services. By his experience with cli- 
ents seeking divorce, and through his 
reading and study of sociology and 
mental hygiene, he has been led to 
believe them important. Taking the 
next step and actually offering such ` 
services has required courage, because 
people are not so accustomed to seeking 
personal help from lawyers as they are 
from social workers, ministers, or 
physicians. 


SOCIALIZED COURT PROCEDURES 


Due primarily to the efforts of the 
Federal Children’s Bureau and several 
other national social work agencies, 
courts are developing social philoso- 
phies and socialized procedures more 
rapidly than the legal profession as a 
whole. The first domestic or family 
relations court was opened at Cin- 
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cinnati in 1910. Today, besides di- 
vorce courts, there exist in this country 
fifty courts which have jurisdiction 
solely over problems of domestic rela- 
tionship or over juvenile and domestic 
problems. 

These courts are an innovation in 
legal institutions. For securing evi- 
dence and developing judgments, they 
depend not upon the abstract learning 
of lawyers but upon case-history data 
secured by probation officers, social 
case workers, psychiatrists, or clinical 
psychologists. ‘These last are some- 
times called referees. There are no 
juries, and decisions are private. In- 
stead of closing cases, judgments open 
them or serve as one step in their 
treatment. 

In all courts which employ referees or 
probation officers, efforts are made 
first to adjust cases unofiicially. A 
report of the activities of one court 
well known for its socialized procedures 
says that during a recent year 90 per 
cent of its cases involving children 
were adjusted out of court. Another 
reports that it has adjusted 70 per cent 
of all its cases unofficially. The pro- 
portion of cases so adjusted varies, 
but is increasing in all domestic re- 
lations and juvenile courts. The 
content of the word “adjustment” 
depends, of course, upon the court; the 
process which it implies varies all the 
way from giving rule-of-thumb advice 
in a half-hour interview, to a year of 
family case work on a par with that 
done in the best. family agencies. 

It is also a widespread practice for 
referees and probation officers to keep 
office hours during which any one who 
wishes may come voluntarily for family 
relationship advice and guidance. In 
order to facilitate this aspect of their 
work, some courts have established 
reconciliation departments or domestic 
relationship adjustment bureaus, so 
that, as one judge explains, “what we 
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have learned from our domestic discord 
cases can be used to keep other families 
out of trouble.’8 

A few divorce courts employ investi- 
gators to discover and report upon 
facts. None use social case workers. 
In the near future some divorce courts 
will doubtless begin to offer adjustment 
and guidance services. 

To summarize, lawyers deal with 
many types of family relationship 
difficulties, but they are concerned 
primarily with legal requirements, and 
only secondarily with the adjustment 
and happiness of individuals. They 
make relatively little use, therefore, of 
family relationship guidance proced- 
ures. Where guidance is given by 
courts, judges are generally assisted by 
social case workers, clinical psycholo- 
gists, and psychiatrists—-members of 
other professions retained for this 
purpose, 


V. THE PROFESSION or EDUCATION 


Teachers and specialists within edu- 
cation are often sought today for 
marriage and family life guidance. 
University professors of sociology and 
psychology, home economies teach- 
ers of family relationship courses, uni- 
versity personnel bureaus, secondary 
school and junior college counsellors, 
university deans or personnel officers, 
Y. W. and Y. M. C. A. and Y. W. and 
Y. M. H. A. evening school instructors 
of family life or preparation-for-mar- 
riage courses, instructors in Catholic 
advisory services and other teachers 
whose approaches are functional and 
sympathetic, find themselves called 
upon more or less frequently by stu- 
dents or ex-students for help upon mar- 
riage or family relationship problems. 


8 For a summary of these developments within 
the courts, see Flexner, Oppenheimer, and Len- 
root, The Child, The Family, and The Court, 
Children’s Bureau, U. S. Government Printing 
Office, 1931. 
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Most educators so sought talk 
informally with their occasional cli- 
ents, offer common-sense advice, and 
return to their teaching. Of the few 
whose advice students continue to 
seek, some, appreciating the difficulty 
of giving wise guidance without a 
background of clinical experience and 
the time to make careful case studies, 
say that they avoid making specific 
suggestions. Others, more self-confi- 
dent. or, perhaps, more daring, usually 
also with special aptitudes for this type 
of service, spend many hours with each 
individual, helping him to study out 
solutions to his problems. Of this 
second group, some make themselves 
relatively expert and develop large 
clienteles, and at least two college 
teachers have let it become known that 
they were available professionally. 
Thus within education the operation 
of student demand has gradually 
selected individuals to carry on marriage 
and family life guidance. 


ORGANIZED SERVICES WITHIN 
EDUCATION 


Organized guidance services are to be 
found also within educational institu- 
tions. Professors of sociology or psy- 
chology, desiring first-hand clinical ex- 
perience or cases to use in teaching, 
have announced their willingness to 


give consultations on marriage, sex . 


hygiene, or family relationship prob- 
lems. Others, needing clinical ex- 
perience for their graduate students of 
education or psychology, have opened, 
with the approval and sometimes with 
the official backing of their universities, 
human relationship or personality prob- 
lem clinics. Staffs usually consist of a 
professor and his assistant plus gradu- 
ate students. Sometimes they include 
also as consultants other members of 
the faculty at the same institution. 
One such university clinic employs a 
trained social worker. Of the cases 
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taken for study, a considerable propor- 
tion usually involve problems of mar- 
riage and family relationships. 

One Institute for Marriage and 
Family Guidance, organized and di- 
rected by a university professor of 
sociology, distributes a printed pro- 
spectus which states its aim as follows: 


To establish contact with young persons 
during their problemless period, so far as 
serious family difficulties are concerned, 
and to build up within these persons the 
forces which will spare them many of the 
common major problems of domestic life 
and will equip them to deal intelligently 
with those difficulties that do arise. 


Its services are of three sorts: classes 
for students and for church and -com- 
munity groups to discuss preparation 
for marriage, marriage relationship 
problems, and child guidance; consul- 
tations for those who have personal 
problems; and lectures and literature 
for the general public. 

Still other marriage and family life 
guidance services have been organized 
by professors or by research workers in 
eugenics or sociology, not primarily 
because their advice has been sought, 
and not primarily to secure teaching 
material or clinical experience for them- 
selves or their students, but because 
they believe they can be of direct and 
immediate use to mankind by applying 
their scientific knowledge in this way. 


INSTITUTE OF FAMILY RELATIONS IN 
LOS ANGELES ' 


The best known and the largest of 
the services so motivated is the Insti- 
tute of Family Relations in Los 
Angeles, which opened its doors to the 
public in February 1930 after two 
years of preliminary work. Organized 
as a corporation with fifty incorpora- 
tors, it aims to provide assistance to 
individuals, public education, and re- 
search. Its director is assisted by a 
staff which includes a social worker 
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and a physician, besides consultants 
representing the fields of social work, 
psychiatry, psychology, sociology, 
home economics, nutritjon, budgeting, 
and religion. Its reports note close 
coöperation with city ministers and 
social-work agencies. 

During the first eighteen months of 
the Institute’s operation, 1,300 appli- 
cations were received. The director’s 
analysis of the first thousand shows 
that 35 per cent came as students or 
teachers for information (many of 
whom, it is added, also had underlying 
personal problems), 25 per cent had 
problems of family maladjustment, 7 
per cent sought premarital advice, 9 
per cent had problems of child care and 
welfare, 7 per cent brought sex difficul- 
ties, 5 per cent had problems of hered- 
ity, 1 per cent had legal problems, and 
the problems of the remaining 11 per 
cent could not be classified. Three 
fifths of all clients were women. 
Of the family maladjustment cases, 
two thirds were brought by wives, one 
. sixth by husbands, and one sixth were 
referred by third parties, that is, by 
friends or social workers. ‘The director 
writes: 

As a result of our experience, we are 
increasingly encouraging young people to 
seek information before marriage. A pre- 
marital conference has been worked out 
based on the belief that romance flourishes 
better in an atmosphere of health and 
knowledge than in an atmosphere of igno- 
rance and inefficiency. 


This routine aims to prepare young 
people for marriage in three ways: 
first, by an investigation of their 
personal and family inheritance; sec- 
ond, by medical examination; and 
third, by education, which consists of a 
reading list, followed sometimes by 
individual conferences on reading done. 

By this means it is possible to eliminate 
those who because of mental and emotional 
defects are not qualified to marry success- 
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fully, or because of physical defects are not 
qualified to marry successfully or in mar- 
riage to be successful parents; to encourage 
the removal of defects both physical and 
mental and so to diminish the probab.lity of 
future troubles; and to provide the essen- 
tials of an education for the intelligent 
selection and attraction of mates and for 
successful coöperation within marriage. 


One other type of educator is in- 
creasingly called upon for advice on 
marriage and family relationship prob- 
lems: leaders of child-study classes 
which enroll parents, and nursery 
school and kindergarten teachers who 
interview the parents of their children 
primarily in the interests of closer coöp- 
eration of home and school. Workers 
in these fields find that group discus- 
sions or interviews on problems of 
parent-child relationship sometimes 
precipitate consultations on problems 
involving marital relationship. 


METHODS OF EDUCATORS 


Interview procedures in the marriage 
and family life guidance work of edu- 
cators follow educational patterns. 
Problems presented are discussed with 
clients, generally from various points 
of view; pertinent information is given; 
and books are suggested for reading 
and study. 

Psychologically trained workers rely 
for their diagnoses upon evidence 
obtained by giving a battery of tests 
—intelligence tests, aptitude tests, 
emotional adjustment tests, and per- 
sonality tests—and their guidance 
consists chiefly of interpreting test 
findings and making suggestions for 
future behavior. An institute director 
describes the handling of a typical case 
as follows: 


Whenever a case is brought by a woman, 
the husband or fiancé is always seen... . 
Clients are asked to tell their own stories. 

Our first task is the provision of 
the mismated couple with sex education, 
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which often has to be elementary even for 
people married some years. Proper atti- 
tudes must accompany knowledge, in most 
cases they grow out of adequate knowledge, 
except when bias is carried over from early 
life... . In these cases reéducation may 
be necessary through suggestion, persua- 
sion, or psychoanalysis [sic]. One hour or 
thereabouts is spent on the average with 
each case and then if considered necessary 
the individual is sent for an interview with 
one of the consultants. While providing 
sexual adjustment, we attempt to analyze 
other difficulties, and to suggest ways in 
which they can be met. 


To these methods there are occa- 
sional exceptions. For instance, one 
professor of sociology, with some train- 
ing in a school for social work, uses pro- 
cedures closely approximating those 
of social case workers in family agen- 
cies, with this difference, that case 
analyses and treatment plans develop 
in his mind alone, instead of being 
worked out in conferences with super- 
visors or case study groups. 

In summary, those educators who 
offer marriage and family life guidance 
do so with a wealth of general knowl- 
edge about family life seldom found in 
the other professions, but with rela- 
tively little training for or experience 
in giving personal assistance through 
the interview. For the most part 
they carry over into their guidance 
work the points of view and the as- 
sumptions of teachers of subject mat- 
ter: that telling people what they need 
to know helps them to feel differently 
about and behave differently in their 
marriage and family relationships; 
and. that what they need to know can 
be more or less accurately ascertained 
by comparing results of psychological 
tests with findings in a study of a 
thousand .or more typical cases. 

These assumptions stand in sharp 
contrast to the generally accepted 
professional standards of social case 
work and of medicine: that the guid- 
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ance of human relationships is an art 
which can be practiced safely and 
effectively only by those who have 
served apprenticeships in clinical work 
under supervision; that the most 
important factor in the process of 
guidance is the use made by the 
clinician of the professional relationship 
that develops between himself and his 
client; and that the kind of information 
given and the form in which it is 
couched is less important than the 
meaning it holds for the client and the 
use he makes of it. 


VI. PLANS ror CONSULTATION 
Bureaus 


Partly in response to the growing 
demand from the professions for mar- 
riage and family life guidance clinics, 
partly as a result of their analyses of 
social trends and needs, and partly as 
an expression of their own policies, 
two agencies during’ the past three 
years have been working upon plans 
for comprehensive marriage and family 
life guidance consultation centers or 
bureaus. 


PLANS OF THE ROSENWALD FUND 


In November 1929 the Rosenwald 
Fund of Chicago invited twenty repre- 
sentative professionals to consider with 
them whether or not a marriage and | 
family life consultation bureau was 
needed, and if so, what form it should 
take. At the close of two days’ dis- 
cussion there was general agreement 
upon the following propositions: 

(1) That it is possible and desirable 
to assist people in achieving a better 
marital adjustment through a consul- 
tation center; 

(2) That if such a center is organized 
it should function in four ways; that is, 
it should give service to clients, conduct 
research, prepare and distribute litera- 
ture, and train personnel; 


(8) That its services should be 
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offered primarily to clients who can 
pay fees, and who will be served at as 
early a stage as possible in their marital 
problems; 

(4) That clients should be obtained 
without general publicity, and as far as 
possible by reference from physicians, 
clergymen, nursery schools, parent- 
education groups, college alumni offi- 
cers, teachers, welfare workers, and the 
courts; 

(5) That premarital education serv- 
ices should be regarded as properly 
within the scope of the center; 

(6) That emphasis at the outset 
should be on quality of work rather 
than on serving a large number of 
patients; 

(7) That the following kinds of 
services should be provided either 
through the personnel of the center or 
through available agencies: sex in- 
struction, including birth control; child 
care; management of the home and 
income; health and medical services; 
legal advice; community relations, 
including leisure time, social life, and 
so forth; and vocational guidance, 
especially for women; 

(8) That the personnel of the center, 
as a minimum, should be composed of 
psychiatrists (one man and one woman 
—the latter to be especially well 
equipped for gynecological examina- 
. tion) and social workers. 


WORK OF AMERICAN SOCIAL HYGIENE 
ASSOCIATION 


When in.1914 the American Social 
Hygiene Association united into one 
organization groups working for the 
prevention and control of venereal 
disease, the break-up of commercialized 
vice and prostitution, and the sex 
education of children, its objectives 
included “the preservation and im: 
provement of the family.” For years 
it carried on a program of lectures and 
conferences through agencies dealing 
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with young people. In 1928, under the 
leadership of the late Dr. Anna Garlin 
Spencer, it organized a Division on 
Family Relations because 


requests for services of lecturers included 
incfeasingly marriage and family relation- 
ship topics, because questions from indi- 
viduals increasingly concerned these topics, 
and because of a belief that the public 
would understand and respond better to 
this general approach. 


Until her death in 1931, Dr. Spencer 
gave most of her time to the study, the 
comparison, and the evaluation of 
existing marriage and family life guid- 
ance services, and came to this conclu- 
sion: 

There is nothing apparently more needed 
than a demonstration which would really 
accumulate facts, evaluate them intelli- 
gently, unite in a common service the 
various overlapping social agencies now 
dealing with the family, and serve as a 
pattern for the many people in different 
parts of the country now moving toward 
consultation work. It is, however, a very 
large order, requiring the ablest person in 
charge that can be secured and an organiza- 
tion that has no ax to grind, no desire to be 
prominent above any other organization, 
but one capable of winning the active and 
continued support of all the agencies, 
educational and social, medical, legal, 
and mental hygiene, now at work upon the 
problems of personality and family ad- 
justment. 


OUTLINES FOR A GUIDANCE SERVICE 


Dr. Spencer’s outlines of essential 
elements for a marriage and family life 
guidance service may be summarized 
as follows: 

(1) A consultation demonstration 
should be set up only within a responsi- 
ble agency and should have an advisory 
council representing many organiza- 
tions serving the family. 

(2) The director should be a woman, 
“well known both in educational and 
social-service fields, and already ex- 
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perienced in the application of sound 
knowledge and judgment to. personal 
and social problems.” 

(3) She and the men and women 
workers who meet applicants should 
have capable secretaries, and a staff of 
specialists available for consultation 
upon request, “to include a medical 
doctor, a child and parental guidance 
psychologist, a psychiatric expert, a 
visiting teacher for cases where parents 
are troubled by child problems not 
serious enough for child guidance 
clinics, a family budget expert, a 
physician or birth-control clinic worker, 
a hospital maternity clinic worker, a 
legal adviser, a social case worker with 
experience in handling relief cases, a 
_ sex-education expert, a vocational ad- 

viser, arid at least one socially-minded 
minister of religion from the Roman 
Catholic, the Protestant, and the Jewish 
faiths.” 
(4) Both day and evening hours 
should be kept. 
(5) A central location should be 
_ secured, one not attached obviously 
_ either to the relief of poverty, or to the 
` treatment of disease or to psychiatric 
treatment, which is still supposed to be 
only for “queer people.” An atmos- 
phere: strictly normal and attractive 
should be created and maintained, to 
win normal people in need of advice. 

(6) In order that facts may be ac- 
cumulated for the guidance of more 
. difficult cases, a case-record system 
should be devised and kept—one that 
is both comprehensive and confidential. 

(7) There should be no fees for the 
services of workers at the center; fees 
should be made moderate and uniform 
for special consultations with specialists. 

The plans of both the Rosenwald 
Fund and the American Social Hygiene 
Association represent a composite of 
the best experience and thinking of 
several professions. The group which 
constructed the former was dominated 
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by professionals -in R and 
social case work; the latter has been 
shaped under awareness of the oppor- ` 


tunity to guide a fast developing 


movement. Although at one time the 
Rosenwald Fund was reported to be 
putting its plan into effect, neither plan 
has yet become operative. The Amer- 
ican Social Hygiene Association, how- . 
ever, has recently begun to move 
toward coöperation with certain com- - 
munity agencies for the practical 
testing of several aspects of its plans. 


VII. GENERAL SUMMARY 


Guidance for marriage and family 
life is being given in this country today 
by many sorts of individuals and 
groups, by relatively isolated profes- 
sionals whose knowledge and training 


is solely that of their professions; by _. 


professionals who regularly supplement 
their knowledge and experience with 
the relevant findings of other profes- 
sions, by professionals who supplement 


-their services by sending clients for 


advice to members of other professions 
also, and by groups of workers with 
various backgrounds functioning to- 
gether as clinics or bureaus but express- 
ing the point of view or standards of 
the professional in charge. 

It isthe exceptional individual that 
is drawn into the practice of marriage 
and family life guidance. Most mem- 


_bers of the professions that deal with 
‘the health and the adjustment of 


human beings either avoid - having 
anything todo with problems involving 
marriage and family relationships, or 
else they try to be helpful but are still 
so blocked by sex that their thinking 
is neither inductive nor consecutive. 
Leaving out of consideration the few 
who may have entered this field chiefly 
because they are fascinated by sex and 
more than content to be linked with it 
professionally, it is generally conceded 
by professionals that those of their 
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fellows who have become interested in 
marriage and family life guidance 
stand among the most promising 
younger members in their professions. 


PHILOSOPHIES OF GUIDANCE WORKERS 


The aims of those sponsoring and 
carrying on this work are in general 
realistic: to be of use to couples as they 
work out their adjustments to the re- 
quirements of marriage and family life. 
Variation from this point of view is 
found on the one hand in a small 
group of extreme individualists, of 
whom certain physicians and judges 
are examples, and on the other hand in 
a larger group of those concerned with 
saving the institution of the family or 
improving the racial stock, of whom 
certain ministers and eugenists are 
examples. 

Extreme individualists and extreme 
institutionalists alike are characterized 
by determination to propagate their 
ideals among their clients, and by their 
inability to take into account the 
individual’s situation, his intellectual 
equipment, and his emotional reaction 
patterns. Most marriage guidance 
workers, however, seem to be relatively 
indifferent both to current individu- 
alistic philosophies and to traditional 
theologies, rituals, and professional 
ethics. To them the adjustment and 
happiness of individuals is more im- 
portant than proprieties or than con- 
ventional family patterns. It is these 
realists whose philosophies seem to be 
setting the standards of practice in 
this new field. 


PROFESSIONAL DIFFERENCES IN 
PRACTICE 


All marriage guidance work involves 
making information available to cli- 
ents. What is given varies with pro- 
fessional background and individual 
training. In addition to interpreting 
the findings of their physical examina- 
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tions, physicians generally give patients 
medical material. Social workers, min- 
isters, and educators make it a practice 
to see that clients have physical exami- 
nations and that findings are under- 
stood and constructively used. Edu- 
cators use the subject matter of their 
specialties and of the related fields with 
which they are most familiar, including 
generally psychology, sociology, and 
mental hygiene. Ministers use the 
material that is recommended and 
prepared by their national councils and 
commissions, which in turn is derived 
from the accumulated knowledge of 
the fields of religious education, social 
work, and mental hygiene. In spite of 
this abundance of material, workers in 
all the professions have urged the 
preparation of guides to the practice of 
marriage guidance, and balanced litera- 
ture for pre-interview reading by 
young people. 


RELATIONS BETWEEN WORKERS AND 
CLIENTS 


Relationships between marriage 
guidance workers and their clients vary 
widely. In each profession there are 
some individuals who assume full re- 
sponsibility for setting clients upon the 
right road and keeping them there. 
Usually workers with this point of 
view have already decided what is 
right in family life, sometimes in detail. 
In interviews they persuade, chide, 
blame, or correct, and play for oppor- 
tunities to drive home their points. 

There are also in each profession 
workers who help clients to view their 
questions or problems in perspective 
and to develop confidence in their own 
ability to work out satisfactory solu- 
tions or understand and use the infor- 
mation they are seeking. To such 
workers, each individual is different 
from every other, and each problem 
unique. Virtue resides not in knowl- 
edge but in the use made of knowledge. 
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Consequently, they make information 
available as their clients show them- 
selves able to use it; they raise ques- 
_ tions for consideration, poiùt out 
probable consequences of proposed 
courses of action, and in general stand 
ready to be used according to the 
client’s need at the moment and in such 
a way as to foster the client’s inde- 
pendence. 

The approach of most marriage and 
family life guidance workers lies some- 
where between these two extremes. 

There is beginning to develop among 
workers in this field an awareness of 
the importance for effective function- 
ing of the relationship between worker 
andclient. In several organized centers 
and institutions this awareness is ex- 
pressed in a trend towards concen- 
trating all-contacts with each client in 
“one worker. Less and less are clients 
referred directly to specialists except 
when the worker considers it neces- 
sary, for instance, for physical ex- 
aminations or for special physical or 

_ psychological tests, and then the 
worker with whom the client has a 
primary relationship presents and in- 
terprets findings. 


POSSIBLE FUTURE TRENDS 

Whether or not marriage and family 
life guidance will become a highly or- 
ganized and specialized movement, 
like birth control or parent education, 
before its practice is reabsorbed into 
the professions from which it is now 
emerging, depends in large part upon 
the kind of direction given by its lead- 
ers in the immediate future. If sep- 
arate clinics are organized widely, 
this development will probably be 
delayed. A few centrally located 
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clinics or bureaus might stimulate it, 
provided they were organized: (1) to 
carry on experiments in guidance and 
interview methods in order to work out 
pure marriage and family life guidance 
techniques; (2) to train individual pro- 
fessionals to become marriage and 
family life specialists within their 
professions; and (8) to collect data 
on marriage and family adjustments. 
These services would be of use to others 
in proportion as specialized clinic 
workers kept in close touch with new 
developments in ‘each profession, and 
provided also that findings were made 
available and interpreted to each pro- 
fession through representative and 
specially interested members. 

There might also be considerable 
value temporarily in a national com- 
mittee or office: (1) to help make more 
widely available the findings and nieth- 
ods of marriage and family life guid- 
ance bureaus; (2) to help professional 
training schools develop curricula for 
this specialty; (8) to stimulate and - 
make possible exchange of experience 
among professional workers; (4) to 
make available to ‘individuals and 
groups interested in starting such serv- 
ices the best experience of the field; (5) 
to cotrdinate and supervise experi- 
ments and research; and (6) to serve as 
a center for information and publica- 
tion. Such services as these would be 
useful in proportion as they were ren- 
dered through and with the coöperation 
of intraprofessional agencies. For in 
the long run and to most people, guid- 
ance for marriage and family life is 
going to be given chiefly through local 
professionals in social work, religion, 
medicine, law, and education, in whom 
the general public has confidence. 


Mr. Ralph P. Bridgman ‘is research associate in 
parent education, Teachers College, Columbia Univer- 
sity. He was formerly director of the Parents’ Counen 


in Philadelphia. 


The Reorganization of Household Work 
By Amer E. Watson 


OROTHY CANETELD, in dis- 

cussing the modern family, has 
suggested that, pioneers of today, in- 
stead of pushing on into the physical 
wilderness and opening up new terri- 
tories, must advance into new and 
unexplored paths in human relation- 
ships, seeking to solve .old problems 
in new ways. The world has in recent 
years been undergoing great economic 
and social changes. “Adjustment” 
implies just this ability to see old 
problems in new terms and to work out 
new and better solutions of difficulties 
by a creative and experimental atti- 
tude. 

For many years the comic papers 
and the vaudeville stage have found a 
source of amusement in portraying the 
trials and tribulations due to the 
“servant problem.” The sufferings 
of the masculine portion of the human 
race are especially emphasized as it is 


pointed out that the majority of the 
gentler sex have been unable to cope 
successfully with their own major 
problem—that of running their homes 
smoothly, without undue friction or 
expense, and with a sense of achieve- 
ment, perspective, and joy. That this 
problem should find its way so fre- 
quently into the humor of the day 
would seem to imply that it is a fairly 
knotty problem with deep-seated 
causes. Yet some sociologists and 
more economists smile with amusement 
if domestic service- is mentioned as a 
socio-economic problem. They claim 
that it is only the upper five per cent 
of our population that can afford to 
employ paid workers in the home, and 
it is their opinion’ that persons with 
$5,000 a year or over should be able to 
manage their own affairs without as- 
sistance from experts in employment 
problems or in family relationships. 


NUMBER AND PERCENTAGE OF WOMEN AND Giris EmrLovED as Servants, Erc., 1870-19201 








Census Pop mi tion 
Year United States 

1920.. Ks 105,710,620 
1910, 91,972,266 
1900. is 75,994,575 
1890 iio meea A RAER 62,947,714 
1880........ E EAE 50,155,783 
EK rE PE E E 38,558,371 





Females 10 Years of Age and Over Engaged 
in Non-Agricultural Pursuits 








Employed as Servants and in 
Total Kindred Occupations * 
Number 
Number Percentage of Total 

7,465,383 1,858,665 18.2 
6,268,271 1,595,572 25.5 
4,341,599 1,430,692 33.0 
8,235,424 1,802,728 40.3 
2,052,582 970,273 47.3 
1,439,285 873,738 60.7 


a Includes servants, waitresses, charwomen, cleaners, porters, housekeepers, and stewardesses, 


based on 1900 classification. 


1 Hill, Joseph A., Women in Gainful Occupations, 1870-1920. A Study of the Trend of Recent 
Changes in the Numbers, Occupational Distribution, and Family Relationships of Women reported 
in the Census as following a Gainful Occupation, Census Monographs, IX, p. 86. Washington: 


Government Printing Office, 1929. 
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Domestic SERVICE AS AN INDUSTRY 


Do not such economists fail to 
recognize that those who do the work 
of the home constitute no inconsider- 
able part of our great national in- 
dustrial army? Like workers in other 
occupations, these employees need 
training for their jobs. They should 
be carefully selected on the basis of 
their skills, experience in relation to 
the type of job, and personality; and 
they need right working and living 
conditions if they are to make their 
best contribution to our economic and 
social life. The facts in regard to the 
servant problem as shown by the 
recent census reports show that women 
have been moving away from house- 
hold employment to other occupations. 
In 1870 over half of the gainfully em- 
ployed women -in the United States 
were in “domestic and personal serv- 
ice”; but less than a fourth were found 
there in 1920. The figures are given 
in the preceding table. 

Unfortunately, until 1930 the census 
never distinguished between servants 
in private homes and those in hotels, 
restaurants, and similar places. Full 
figures for 1930 are not yet available. 
The census in its returns by industry 
groups ? states that in 1930 there were 
1,662,707 males and 3,149,391 females 
engaged in domestic and personal 
service, which comprised 4.4 per cent 
of the male and 29.2 per cent of the 
female persons gainfully employed. 

2 Department of Commerce, Bureau of the 
Census, Washington, Release for use of morning 
papers, Sept. 9, 1931. i 

The following definition of a household 
employee was phrased by a group of women (the 
Philadelphia Council on Household Occupations) 
when formulating the conclusions of their study 
of household employment. “Any man, woman 
or child employed by the homemaker, her hus- 
band or their household manager to carry on 
work for compensation either inside the house or 


on the outside (including the care of grounds and 
garden and the driving of a car for pleasure) is 
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This makes a total of 4,812,098 persons 
so engaged. The total population for 
1930 was 122,698,190. The tabulation 
of the 1930 census returns by occupa- 
tion is still in progress. As data for 
only 16 states have been published and 
the tabulation is not yet complete for a 
number of the more populous states, 
any estimate would at best be hazard- 
ous. Such an estimate was attempted 
in an article in the magazine Fortune,’ 
in which an effort was made to select 
only those who carry on labor in private 
homes for pay. The approximate 
figure of 1,900,000 servants in America 
was reached. This estimate does not 
include private chauffeurs and launder- 
ers and laundresses. A more accurate . 
estimate can be computed after the 
figures are published. 


STABILIZATION OF HOUSEHOLD 
EMPLOYMENT 


Household employment is an in- 
dustry which needs to be stabilized. 
Some of the unfortunate conditions 
which need to be remedied are ex- 
ploitation of the home and household 
employers by the workers and by 
commercial employment agencies, ex- 
ploitation of the workers by those who 
hire them, high labor turnover, and 
antagonism and misunderstanding. 
These conditions all add more strain 
to family life, which needs to be 
strengthened and enriched by those 
who come in to help. If the factors 
making for maladjustment and dis- 
organization can be understood and 
modern methods utilized in placing this 
industry on a sound social and eco- 
nomic basis, no small contribution will 
be made to the stabilization and. the 
integration of family life. 





called a household employee. Such workers are 
engaged, supervised and discharged by the home- 
maker, her husband or their manager.” 

4“Seryants,” Fortune Magazine, Vol. IV, 
No. 6, p. 121, Dee. 1981. 
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Many studies have been made at 
various times in the effort to improve 
the conditions of this industry, and all 
point to the same conclusion; namely, 
that the main hope for remedying the 
present discomfort in this occupation 
lies in systematizing the work and 
regulating the hours in such a manner 
as to give the workers an opportunity 
to live an independent, self-governed 
life apart from their work.’ It has 
also been said that domestic service 
must become a self-respecting occu- 
pation rather than a state of servitude. 
The change is from a position of status 
to one of contract. 

The progress of civilization can be 
traced through the centuries in the ex- 
pressions used to denote labor relation- 
. ships. We had first, owner and slave; 
second, master and man or mistress and 
maid; third, employer and employee. 
The slave had no independent life of 
his own, no free time, and no social 
standing. Generally he was used as 
any other piece of property, as a means 
to the owner’s ends—not as a human 
being whose life was sacred and had 
value in and of itself. The master- 
man or mistress-maid relationship was 
an advance in that either party was at 
liberty to terminate the relationship if 
unsatisfactory. The master or mis- 
tress still felt, however, that he or she 
owned the entire time of the man or 
maid. 

In the third relationship, that of 
. employer-employee, the worker sells 
his labor, usually for definite periods 
‘of time. The employer has no control 
over the worker except when he is on 
the job. The worker has increased 
opportunity to live an independent 
life, and therefore his social standing is 
raised. The worker now becomes an 


5 Roelofs, Henrietta, The Road to Trained 
Service in the Household, Bulletin 2, Household 
Employment Commission, National Board of 
¥.W.C.A., New York. 13 pp. 1918. 
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end in himself—a growing personality 
with responsibilities and needs which 
he himself must meet. This relation- 
ship, which is based on a clear business 
understanding as to hours, duties, and 
privileges, is accepted today in practi- 
cally every industrial occupation. Do 
the principles of this third labor rela- 
tionship apply in domestic service, and 
if so, can they be more generally 
accepted? 

Many persons will reply that this 
effort to put the home on a sound 
business basis is deadening to the best 
type of family life, as the home is 
essentially the center of the spiritual 
life of the family, which must never be 
standardized or made mechanical. 
This point of view contains much that 
is true, but clear thinking makes it 
possible to understand that a home 
must be on a sound business basis and 
yet must also be the center of the 
cultural and personal life of the family. 
Dr. Andrews says: 


The business of conducting the household 
is a double undertaking; it involves house- 
keeping, or the work of providing the 
material supplies of foods, clothing and 
shelter for the family group; and also home- 
making, that direction (unconscious though 
it may be) which the home woman, aided 
more or less by the man, gives to the per- 
sonal living in the home. The proper 
business of the home is work and life alike. 
The home shelters a double process, living 
and working, and hence, household eco- 
nomics must take account of both work and 
life in the home, both ultimately in respect 
to their meaning for the persons of the 
family.’ 


The same idea is expressed a little 
differently by Miss Friend: 


We might think of housekeeping and 
homemaking as a business organized, not 
for money profit, but for less tangible 


6 Andrews, Benjamin R., Economics of the 
Household, its Administration and Finance, p. 8, 
New York: The Macmillan Co., 1927. 
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things, such as health, happiness, mental 
progress and social value. This business 
involves the expenditure of the income in 
such a way that a desirable balance is 
maintained among the various ideals 
sought.’ 


Mrs. Chase Going Woodhouse’s 
analysis of the job of a homemaker also 
distinguishes between the tangible and 
intangible values in homemaking.® 


Economic Lire or toe FAMILY 


The roots of the problems in regard 
to domestic service lie buried in (1) the 
economic life of the family and (2) the 
social life of the family. This. article 

. must limit itself to the effort to arrive 
at a clearer understanding of the 
economic function of the home, in 
order that this may be organized on a 
more sound basis. | 

The industrial revolution has caused 
great changes in the economic functions 
-of the home. Production for exchange 
has been removed into factories. The 
making of clothing, the baking of 
bread, the canning of vegetables and 
other foods, and many other types of 
economic activity have vanished from 
family life. In addition, electricity 
has lightened the drudgery of the 

homemaker to a large degree, and has 
changed: the type of work to be done 
in the home. 
` Accompanying these new conditions 
inside the home, developments in the 
education of women have resulted in 

` the fact that women are being prepared 
very largely for performing their 
economic functions outside the home. 

While the average girl today as.always 

is looking forward to marriage and 
family lifé as her ideal goal, yet she is 

1 Friend, Mata Roman, Earning and Spending 
the Family Income, a Textbook in Home Eco- 
nomics, p. 67, New York: D. Appleton and Co., 

1980. . 

8 Woodhouse, Chase Going, “The New Pro- 


fession of Homemaking,” The Survey, Vol. 57, 
. p. 317, Dec. 1, 1926. 7 
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not fitting herself seriously for this as 
a life work, but is turning to office, 
factory, school teaching, social work, 
and other professions as a means of 
earning her living until, as the tradi- 
tional saying has it, her husband is 
able “to support her.” Is it normal or ` 
wholesome for any girl or woman to 
look forward to a life of indulgence or 
parasitism? Is it not rather a social 
ideal that every woman shall look 
forward to her own self-support. after 
marriage, either within or without the 
home; that she shall wish to have her 
own chosen work by means of which 
she will also contribute her share to the 
support of her dependent children, and 
that she shall further make a contri- 
bution to the economic life of the com- 
munity? Women are increasingly 
being trained to be economically inde- 
pendent. Women so trained wish to 
enjoy the privileges of parenthood and 
combine with it a normal work life 
either inside or outside the home, de- 
pending on their abilities and skills. 
Neither parents nor educators are in 
the main preparing girls today for the 
performance of their economic func- 
tions within the home. 

The family is therefore finding itself 
in a diffeult situation. Trained ob- 
servers who are making careful studies 
of home situations find that in spite of 
the assertion that all work has gone 
out of the home, there are many jobs 
to be done constantly in every home, 
and that there are likely to continue . 
to be many jobs in the homes of the 
coming generations. Homes do not 
run themselves. The home of the 
present and the future needs labor; 
even more does it need skill and per- 
sonality in its workers. Where is the 
labor supply for the home to be re- 
cruited? How is it to be organized? 
How is it to be taught the necessary 
skills? 

Perhaps it is important to point out 
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at this time that the bulk of the work 
of the home in America today is done 
by members of the family group, espe- 
cially by the mother, on an unpaid 
basis. Fathers make a large contribu- 
tion when they can spare time from 
their jobs and professions. Children 
also frequently do their share in the 
hours when they are free from school 
and fun. Dr. Hazel Kyrk has esti- 
mated that in 1920 there were 22,169,- 
387 women 15 years of age and over, 
engaged ‘in homemaking.’ She further 
estimated that the number of persons 
engaged in homemaking per private 
family varied as follows: 


1920 1910 1900 
923 946 1.018 


1890 
1.078 


The number of women keeping house 
without pay in 1920 was estimated by 
Wesley C. Mitchell as 22,500,000.!° 
Using Dr. Mitchell’s estimate, there 
are apparently about 35 per cent of 
all adults over 20 years of age that are 
devoting full time to homemaking; this 
proportion would be increased to 37 
or 38 per cent if homemakers who are 
gainfully employed outside the home 
were also included. It is worth noting 
that practically all persons, old and 
young, that are living in family groups 
make some contribution to the work 
processes of the home. It is partly 
because this work is so largely done for 
love and not for money that its social 
importance and economic value are 
both so grossly underestimated. It is 
also true that certain aspects of this 
work are uninteresting," and therefore 


9Kyrk, Hazel, and Reid, Margaret, “An 
Estimate of the Number of Women Engaged in 
Homemaking,” Journal of Home Economics, 
Vol. 21, No. 6, pp. 424-426. 

10 Business Cycles, National Bureau of Eco- 
nomic Research, Publication No. 10, pp. 83-85, 
1927. 

u Myerson, Abraham, The Nervous Housewife, 
Boston: Little, Brown & Co., 1926. 
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the general attitude towards housework 
is destructive. Every one seeks to 
evade the so-called “dirty work” of. 
the world. 


REORGANIZATION IN THE Work Lire 
or THE HOME 


A fundamental reorganization in the 
work life of the home is necessary. 
Such a reorganization will be a means 
of solving the problems of domestic 
service gradually, and will also bring 
better attitudes into all our homes, and 
assist in building personalities more 
able to meet their everyday responsi- 
bilities. The following steps are sug- 
gested: 

(1) There should be general accept- 
ance by economists and the lay public 
that the home is a unit of production 
as well as a unit of consumption. * In 
his pamphlet, “The Economic Func- 
tion of Woman,” Dr. Devine discusses 
this point: 


In the home itself woman may be said to 
be a producer of wealth. The work of cook 
and chambermaid is production. The 
direction of the home establishment is 
production. A steak is worth more broiled 
and placed on the table than it is in the 
butcher’s tray. We recognize that if it is a 
question of paying for it in an eating house, 
so should we also recognize it in our own 
dining-rooms. . . . To woman has fallen 
the task of directing how the wealth brought 
into the house shall be used. In the cur- 
rent theories the importance of this latter 
function has been absurdly underestimated. 
With a clearer recognition of its true rela- 
tion to the whole subject of wealth, there 
must result an increased respect on the 
part of economists for the industrial func- 
tions which woman performs. ... . If com- 
modities can be so arranged and grouped 
for consumption as to make them yield 
more pleasure than if they are consumed 
in a haphazard way, then the one who 
secures that result performs just as dis- 
tinctly an economic function as does the 
one whom we call technically a producer. 
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This function I have called’ the direction 
of wealth consumption.” 


Miss Friend says: 


_Formerly production meant the changing 
of raw materials into finished products. 
Today we have a somewhat different, 
broader conception of the meaning of pro- 
duction. Any activity that develops a. 
utility or satisfaction is a productive 
activity. . . . In this new sense there are 
still many phases of productivity retained 
in the modern household. . . . While the 
giving of form value has been taken largely 
from the household, the giving of place, 
time, adaptation and combination utilities 
has heen retained.® 


(2) There should be acceptance of 
the fact that homemaking has elements 
of a vocation for most women. Practi- 
cally no women receive adequate 
vocational education for this life career. 
Vocational education in homemaking 
demands more intensive, thorough 
‘training in actual home situations, 
under adequate supervision, than has 
yet been worked out. 

(8) There should be acceptance of 
the fact that homemaking, while having 
elements of a social and spiritual 
partnership of the deepest significance, 
‘also includes a business partnership for 
the husband and wife together. Home- 
` making is essentially the guidance and 
organization of personal relationships 
with a view to keeping free’or releasing 
_the creative forces of growth in all 
members of the family group. While 
the intangible or spiritual values are 
most important, the underlying eco- 
nomic relationships must also be sound. 
These concepts have been summarized 
by Dr. Andrews as follows: 


The American household, as its social 
ideal takes form, is an institution in which 
two adults form a partnership with equal 


x2 Devine, Edward T., “The Economic Func- 
tion of Woman,” Teachers College Bulletin, 
Second Series, No. 3, pp. 9-10, Oct. 8, 1910. 

13 Friend, Mata Roman, op. cii., pp: 148-150. 
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responsibilities, make equal contributions 
to its support, and draw-out equal returns 
not only in the daily physical services of 
food, clothing and shelter but as well in the 
broadening of experience and all the satis- 
factions of life. As junior members enter 


` the group, they are advanced as rapidly as 


possible to a full partnership relation. 
At its best the group provides for its mem- 
bers, adult and child alike, broad oppor- 
tunity for the development of individual 
personality. As members of a small social 
group that cares, the family supports each 
member as long as that is necessary and, 
puts demands upon him when he can bear 
them; criticizes or encourages in turn as 
either-is needed, and shapes the individual 
to take a place as a man or woman in the 
world. For the adult and increasingly for 
the child, the home is the place where 
individuals immersed in broader social 
relations find still a rock on which to 
stand. The social values in American 
family life give it a message for the world 
as the democratic movement changes the 
relations of men, women and children in all 
lands, and education for and about the 
home will therefore have an increasingly 
important place everywhere. These social 
results of sound family life can be had only 
if the economie basis of the household is 
sound," 


' (4) The administration of the home. 
is a function of this husband-and-wife 
partnership. -The husband and wife 
are like’ a board of directors in the 
formulation of the policies of their 
partnership. Perhaps the most im- 
portant element making for success in 
this function will be their attitudes 
toward each other as administrators of 
the home. It is rare to find two per- 
sons each of whom has the courage and 
the ability to do his own independent 
thinking and who will listen objectively 
to the judgment of the other when it 
differs from his own, without in any 
sense looking down upon the other. 
The ability to think together creatively 
is even more rare. 


u Andrews, B. R., op. cita p. v. 
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In every home there will be many 
decisions which should be faced jointly 
and decided together. On the other 
hand, there will be many problems 
which each member of the partnership 
should decide for himself and over 
which the partnership should exercise 
no control. The following illustrate 
the type of problems which the hus- 
band and wife will decide together in 
formulating their family policies: the 
responsibility for bringing in the family 
income; the standard and plane of 
living; the choice of the place and type 
of residence; the planning of the 
budget and division of the income; 
the division of responsibility and its 
delegation to others; the number of 
children and the spacing between 
births; the amount and kind of hospi- 
tality; the amount and kind of educa- 
tion; the amount and type of recreation 
and vacations, including summer 
camps, travel, and similar problems; 
and determination of hours for family 
routine. 

(5) The function of management in 
the home is the heaviest and most im- 
portant responsibility. Upon the eff- 
ciency of this function the family 
depends for the smooth running of the 
home and the happiness and well-being 
of the group, including both unpaid and 
paid workers. The management func- 
tion may be delegated to the wife 
alone, it may be divided among the 
various members of the family, or it 
may be completely delegated to a paid 
worker. Whether she is a member of 
the family or a paid worker, the person 
to whom this function is delegated 
should never be chosen on the basis of 
tradition alone, but because she is 
qualified for the job, chooses to do the 
work, and is willing to train herself 
while on the job. How many home- 
makers take this aspect of their job 
seriously and study the principles of 
sound management in the home, there- 
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by improving their skills and increasing 
their understanding of their vocation? 

The following illustrate the type of 
problems for which the household 
manager will be held responsible: the 
employment of, contracts with, and 
direction of, paid -workers; record of 
expenditures and details of budget; 
checking of expenditures; payment of 
bills; plans for entertainment; in- 
ventories, daily, weekly, and seasonal; 
checking on needed alterations, re- 
pairs, and renewal of supplies and 
furnishings; oversight of packing and 
unpacking; oversight of house repairs, 
renewal of furnishings and renewal of 
supplies such as fuel; oversight of 
thrifty and intelligent use of supplies, 
materials, equipment, time, and 
strength; oversight of menus for meals 
for health, economy, and contentment; 
training the paid workers in the house- 
hold; and educating the unpaid workers 
in coöperation and in the actual skills 
connected with household work and 
management. 

(6) The work of the home includes 
certain processes which can be analyzed 
and assigned to different workers very 
much as in a factory or an office. The 
time necessary to do each job must be 
understood and the number of hours 
of work expected of each worker must 
not be exceeded by a careful manager. 
The needed skills and personalities 
must also be studied. If the work of 
the home is carefully organized and the 
personalities understood, respected, 
and harmonized, a feeling of satis- 
faction and craftsmanship should result 
on the part of both workers and 
management. 

It may be surprising to learn that 
many processes are the same in all 
homes, with superficial differences 
depending on income level, educational 
level, and other factors. In an effort 
to make a job analysis which would 
cover all homes, the summary on 
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MINIMUM ESSENTIALS IN OPERATING A HOUSEHOLD. 


"INVARIABLES 


` 


VARIABLES 


I, PLANNING STANDARD OF LIVING AND OTHER POLICIES 


Balance between income and outgo of money, 


time, and energy 


Complex standard of living as money income and 
other factors increase 


II. PHYSICAL: CARE OF MEMBERS OF THE FAMILY 
Food 


Planning of meals 
Purchasing of food 


` Increase in amount 


Elaborateness of cooking and menu 


Preparing Type and extent of service 
Serving Standard of entertainment 
Clearing away 
Paying for 
Entering in accounts 

, | Clothing 
Planning budget Amount of clothing 
Purchasing Frequency of changing 


Laundry, inside or outside of home 
Pressing and cleaning 

Sorting, mending, and putting away 
Making clothing, costumes, ete. 
Paying for 

Entering in accounts 


Quality of materials and consequent care needed 

Varying standards in regard to rough dry or fine 
laundry work 

Varying standards of style, neatness, and beauty 


Shelter i 


Cleaning house 

Daily bedroom care 

Daily bathroom care 

Laundry of house linens 

House furnishings and equipment—planning, 
purchase, and care of 

Care of outside of house, grounds, garage 


Frequency and thoroughness of cleaning 

Type and amount of service 

Frequency of changing house linens 

Quality of materials and consequent‘care needed . 

Type of house furnishings, extent and delicacy, 
with consequent care needed 

Extent of grounds and standards of care 


Other Physical Factors 
(1) Care of Children 


(a) Development of good physical habits 
regularity of meals 
feeding self 
bowel habits a 
sleeping habits 
washing and bathing 
. dressing 
other 
(b) Fresh air and exercise under supervision 
(c) Supervised play inside including music, art, 
i literature, ete. 
(d) Nursing in illness: 
(e) Teamwork with physicians in planning child’s 
régime 


Nursing in illness 


(a) Varying standards in regard to habits 


(b) Amount and complexity 
(c) Type of supervision 


(d) Use of clinic or private physician 


(2) Care of Adults 
` Extent and type 


III. PSYCHOLOGICAL, BMOTIONAL, AND BDUCATIONAL CARE OF MEMBERS or THE TAMILI 


(1) Constant oversight of infants and small chil- 


dren with understanding of their needs 
from the point of view of balanced growth 
of personality 


(2) Supervision of child’s school work and co~ 


operation with schools 


(1) Extent and type of care 


IV. SOCIAL PROBLEMS INVOLVED IN CARING FOR FAMILY 


Adjustments of relationships within family group 


Working out relationships of family to community 
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page 172 of minimum essentials in oper- 
ating a household is tentatively offered. 
In addition to the invariables which 
every home must meet if it is to develop 
wholesomely, a list of variables is 
submitted. Ifthe individual personal- 
ities within the family group are 
developing in a wholesome way, the 
standard and plane of living can be 
adjusted so that there is a balance 
between income and outgo of money, 
time, and energy. The family that is 
living beyond its income on any of 
these three elements is the family 
whose members are nervous, irritable, 
and maladjusted. Where the persons 
in the group are well adjusted, flexible, 
and creative, they can ordinarily bring 
in sufficient money income to meet 
their own fundamental. needs, and 
_ still have time and energy left for 
balanced living. 

It is recognized that this analysis of 
the essential processes in maintaining 
a home is tentative and incomplete. 
Much further research needs to be 
carried on in order that methods of 
organizing the work life of different 
homes on a sound basis. may be more 
clearly understood and adjusted. 


TYPE or Workers NEEDED 


In the above summary, the skill 
needed to take adequate physical care 
of members of the family group would 
seem to be different from that needed 
for the psychological, emotional, and 
social care. In actual life situations, 
such separation of skills rarely occurs. 


15 For a more detailed analysis of the work of 
the home see Watson, Amey E., “Household 
Employment in Philadelphia,” U. S. Department 
of Labor, Women’s Bureau, Bulletin 98, Washing- 
ton: 1932 (in press). A schedule for a case study 
of household management and household employ- 
ment is included in this report. See also Digest 
of Findings of the Philadelphia Study of Household 
Employment, Philadelphia Council on Household 
Occupations, 311 S. Juniper St., Philadelphia. 
8 pp. : 
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There is no job within the home that 
does not call for a high type of worker. 
Even the skill to be a good cook takes 
more training and experience than is 
usually admitted; but in most homes, 
the budget permits the use of only one 
person to do the cooking and many of 
these other tasks within the family. 
Not only do we need persons who are 
both trained and experienced to work 
in our homes, but even more we need 
persons who are adaptable and good- 
natured, able to adjust readily to many 
different types of demands. Above 
all, the average home needs workers 
who are sympathetic with child nature. 
Servants have much more influence 
upon children than is usually recog- 
nized. Robert Louis Stevenson is only 
one of many persons who acknowledge 
their debt to their childhood nurses. 
Those who have been harmed by con- 
tact with the wrong type of household 
employee are a larger number than we 
care to admit. The home wherein the 
workers are stable, growing personali- 
ties, happy and well-adjusted, is indeed 
fortunate. 
Whenever the income is clearly 
sufficient and the members of the 
family group desire it, carefully selected 
household employees should be brought 
in to assist in the work of the home. 
In selecting such workers, a careful 
study of their skills and personalities 
should be made, as well as a job analysis 
of the particular home, and personal- 
ity studies of the homemaker and her 


husband. 


FAMILY MEMBERS SHOULD SHARE 
RESPONSIBILITY 


The bringing in of one or several 
workers should never mean that the 
members of the family should be 
relieved of their responsibilities. Care- 
ful planning and allocation of jobs is 
necessary in order that the unpaid 
workers in the home and the paid 
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workers may function harmoniously 
together as a team, fittirig into one 
another’s personalities with mutual 
respect, consideration, and humor, 


rather than with annoyance and ill - 


will. ; 
It is particularly important that as 
the children in the family mature they 
should learn to carry their responsi- 
bility within the home. This is much 
easier to work out when the father and 
mother have already learned to work 
as team mates in the house. The 
‘nursery school is laying great emphasis 
on teaching children motor coördina- 
tion through passing and serving food. 
There are many tasks remaining within 
the home, which, if selected to fit the 
particular child’s level of development, 
have great educational and some 
small economic value. For a busy 
mother or worker, it is far easier to do 


~ a job herself than to stop to teach a 


child to do it; but if she has the long- 
range point of view and is thinking of 
the character development of the child, 
the work should be planned so that 
either mother or paid worker can have 
enough leisure to stop and teach the 
child as the work is being done. Such 
integration of the work life with the 
social and educational life of the home 
is fundamentally important. Any 
- home which does things for the child 
which he had better learn to do for 
himself is thereby blocking his growth 
and development. 

` ‘Any sound effort to bring about bet- 
ter adjustments in household enploy- 
ment relations must be closely related 
to the movement for child study 
and parental education, as fathers, 
mothers, and paid workers in the home 
must all understand the importance of 
having children learn to care for their 
own possessions and do their share of 
the unpleasant work of the home, even 
if the income is such that plenty of 
employees can be engaged. 
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Cuoices OPEN TO HOMEMAKERS 


The work of the home is today heing 
done by the following types of workers: 


(1) Unpaid workers (members of the family 
group). 
Administrative functions 


Management functions 
Work 


(2) Paid household employees. 
Management functions 
Work 


(3) Industrial workers, engaged, supervised, and 
paid by a commercial agency. Window- 
washing agencies, commercial laundries, 
delicatessen . stores, and bakeries are 
illustrations. 


(4) Business persons—trained stenographers or 
office secretaries. Many business men 
have all of their household accounts kept 
by their office stenographers. Women of 
means and position delegate much work 
to private secretaries. 


(5) Professional persons. The preparation of 
food of small infants is often guided by a _ 
private physician; visiting housekeepers 
are utilized in the homes of the lower in- 
come groups; specialists in employment 
problems are asked for advice in concrete 
situations. z 


There is undoubtedly a far wider 
range of choice open to the homemaker 
who plans the work of the home than 
ever before. How are she and her 
husband to know how to make their 
decisions most wisely? Two things 
seem important; i.e. mature feeling 
and clear thinking. Any plan which is 
made should not be decided upon on 
the basis of tradition or in the light 
alone of the standards either partner 
was accustomed to in his or her child- 
hood home, but new values must be 
worked out creatively by husband and 
wife together as they face their present 
life situation. . 

Many problems in regard to the use 
of paid workers in the home remain to 
þe discussed, such as hours of work, 
contracts or assignments of work, the 
relation of adequate wages to the 
family budget, supervision and training 
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of household employees, right living 
and working conditions for employees, 
and the effect of paid workers on 
family life. In regard to all these 
problems, solutions can be found as 
principles of sound personnel procedure 
in the home are gradually evolved. 
The encouraging point is that necessary 
education and research are being stimu- 
lated and carried on, so that increasing 
insight and control are being gained in 
regard to these subtle and complex 
problems of relationships. The em- 
ployed household worker has been the 
subject of two recent conferences, the 
first in Washington, D. C., in 1928 and 
the second in New York in 1931. The 
first conference resulted in the estab- 
lishment of a permanent committee, 
the National Committee on Employer- 
. Employee Relationships in the Home. 
At the second conference, Dr. Hazel 
Kyrk presented the following tentative 
standards for the general houseworker: 


SUGGESTED STANDARDS FOR THE 
HOUSEWORKER 


Wages.—The establishment and the 
maintenance of standards for the 
wages, the hours and the working con- 
ditions of household workers depend 
upon the existence of ‘adequate place- 
ment agencies and organizations of em- 
ployers and employees. 

The first step in the establishment of 
minimum wage standards by such 
agencies in any community is the de- 
velopment of methods of differentiating 
the skilled from the unskilled worker. 
Only those should be considered skilled 
who either meet a practical test of effi- 
ciency or furnish statements from em- 
ployers that attest the quality of their 
work. To meet this purpose satis- 
factorily, the statements from employ- 
ers concerning efficiency in various 
tasks, honesty, and so forth, should be 
made on forms drawn up by the place- 
ment agency after a reasonable period 
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of employment but before the employ- 
ment is terminated. The worker who 
fails to receive a specified rating from 
the practical test or the employer’s 
statement should be considered un- 
skilled or semi-skilled; those who rate 
above may receive wage differentials 
above the minimum for their class. 

In each community a minimum 
wage for the full-time worker in house- 
hold employment, whether skilled or 
unskilled, should be established at a 
rate that meets the cost of living of 
independent women at a tolerable 
level. From the total estimated cost 
of living should be deducted the cost of 
room and board for the worker living 
in, and the cost of board for the worker 
living out. The skilled worker should 
receive a differential above this that 
will make the minimum wage equiva- 
lent to that in other employments re- 
quiring the same ability and period of 
training. The wages of colored work- 
ers should be equal to those of white 
workers of equal competence. When 
an unskilled worker is employed, the 
placement agency should secure peri- 
odie statements of her progress and 
arrange for corresponding increases: in 
wages. 

Hours.—‘‘ Working time” shall be 
defined as that time which is definitely 
assigned to some particular duty which 
prevents the worker from following her 
own pursuits. “Time on call” is that 
time when she is not free to leave the 
house but may follow her own pursuits 
onthe premises. The maximum length 
of the working time of the worker living 
in should not exceed fifty-four hours a 
week, and of the worker living out, 
forty-eight hours. Two hours on call 
should be considered equivalent to one 
hour of working time. Overtime in 
any week should be paid for at an 
hourly rate that is figured on the basis 
of a fifty-four week for the worker liv- 
ing in and a forty-eight hour week for 
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the worker living out. One whole day 
per week, beginning not later than 10 
A.M. and extending through the eve- 
ning, or two half days a week, beginning 
not later than 2 p.m. on week days or 
3 .P.M. on Sundays and extending 
through the evening, should be free. 

Vacation.—After a year of continu- 
ous service, one week’s vacation with 
pay should be provided. 

Living conditions.—The worker liv- 

ing in should have a room for her own 
use, and convenient access to modern 
bathroom facilities. 
- Accident protectton.—Insurance 
against accidents arising in the course 
of employment should be carried by the 
employer, either by electing to come 
under the workmen’s compensation 
law of the state when that is possible, 
or through private companies. 

Employment contract-—A form cover- 
ing types of duties required, wages, 
hours, provision for church attendance, 
time off, accommodations to be pro- 
vided, and the length of notice to be 
given before termination of service, 
should be drawn up for use by employer 
and employee, at the time of making the 
engagement. A copy of this should be 
kept by each party concerned. 


CONCLUSION 


It seems clear that there is much 
more work to be done in the homes of 
our country today than is generally 
recognized or understood, even by 
those who are in a position to know 
the facts. The work life of the home 
needs reorganization in such a way 
that sound business principles 3 may be 
` applied without injuring the social or 
` spiritual values of family life. The 
growth of personality of the members 
of the family group will be hastened 
if they are taught to adjust to economic 
reality and sound human relations 
within the home. Unfortunately there 
is in many homes today a lack of 


THE ANNALS OF THE AMERICAN ACADEMY | 


such understanding, which makes for 
a high labor turnover and social con- 
flict. 

The most important solution is to 
face the facts and change our attitude 
about them. Much of the work con- 
nected with homemaking is in itself 
tiresome and deadening; but the larger 
aspects of the job are challenging. 


‘Successful family life’ is a definite 


accomplishment to be planned for, 
striven for, and achieved by a con- 
tinuous effort of heart and will. A 
successful family does not happen by 
chance—it is an achievement of crea- 
tive workmanship on the part of both 
husband and wife working together as 
team mates. Paid workers in the 
home will get a sense of the importance 
and value of their jobs as the two ad- 
ministrators, by their attitudes toward 
the work of the home and toward each 
other, show the dignity and the social 
significance of work and life within the 
home. When members of a family 
group can learn to function happily 
and creatively in doing the necessary 
tasks together, and with whatever paid 
workers the family decides to call in, 
they are thereby acquiring fundamental 
attitudes toward work and toward 
workers which will undoubtedly color 
the attitudes not only of the adults 
but also of the children toward labor 
and laborers in general. 

The most successful family life is 
that in which all are concerned in 
trying to give the most they can to the 
other members and to the community, 
and at the same time all are trying to 
appreciate and enjoy all that is being 
given to them. Are we in America 
preparing our boys and girls to make 
their greatest contribution to their own 
family life in the years ahead? Are 
we also teaching them to appreciate the 
contribution which paid workers are 
making today in the million-and-more 
homes in America which are utilizing 
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them? Cannot appreciation, human 
understanding, and scientific analysis 
join hand in hand in. bringing about 
better adjustments in relationships 


between employers and employees in 
the home as they are working together 
in the larger problems of stabilizing 


, and integrating family life? 


Dr. Amey E. Watson was executive secretary of Par- 
ents’ Council, Philadelphia, 1925-1926, and a member 
of the faculty of the Pennsylvania School for Social and 
Health Work, 1918-1926. From 1927 to 1931 she 
directed a study of household employment in Philadel- 
phia, the report of which is shortly to be published by the 
Federal Women’s Bureau, and out of which developed 
the Philadelphia Council on Household Occupations. 
Dr. Watson also served as director of the National Com- ` 
mittee on ar e Tatpiaiee Relationships in the ` 


Home, 1929-1981. 


Techniques of Marital Adjustment ` 


' By CLIFFORD KIRKPATRICK 


N regard to social problems the av- 
erage citizen is inclined to speak 
with authority. He may be admit- 
tedly uncertain as to why his car fails 
to perform properly, but he has few 
doubts as to what is wrong with the 
family. Most of his recommendations 


are simple and direct. What he.does . 


not like, he would pass a law against. 
The values and the standards which 
he derives from his culture and per- 
sonal -experience, he projects upon 
others as moral laws. The burden of 
his discussion would be well expressed 
` by the title, “How to be more and 
more like me.” 


REFORM AND THE FAMILY 


Among more sophisticated and scien- 
tific students of the family there is at 
times a tendency to ignore the com- 
plexity of family relations, the circu- 
larity and roundaboutness in the 
so-called causal relationships obtaining 
among social phenomena, and the ne- 
_ cessity of understanding in order to 
control. The lack of any absolute 


norms or standards to guide the ad- - 


justment of marital relations is not al- 
ways realized. 
An interesting example of lack of 
‘insight and perspective on the part of 
certain persons is the coristant preoc- 
‘eupation with the problem of divorce. 
Divorce is obviously the last step in 
the process of alienation which is made 
more or less inevitable by the fact that 
a particular couple marries. If copper 
wires meet to sputter and smolder 
` until they burn themselves apart, we 
. do not bewail the separation but 
rather the sparks. We do not hold 
the wires together so they may learn 
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to get along more quietly. Even if it 
were the breaking of a sacred connec- 
tion to which we objected, our concern 
would be in keeping certain wires apart 
in the first place. 

It is the writer’s thesis that we have 
very little scientific knowledge as yet 
concerning the less obvious aspects of 
married life. Few people who fully 


‘realize the complexity of personality 


interaction can advise others with con- 
fidence, and many well-informed peo- 
ple find difficulty in managing their 
own affairs. Social workers, psychia- ‘ 
trists, and others who are more or less 
forced into the rôle of guiding the lives 
of others, must rely on the principle of 
balancing benefits, and make exceed- 
ingly crude predictions as to the future 
behavior of their clients. On the other 
hand there is every reason to think 
that science will ultimately throw light 
on marital situations and relationships 
that are interwoven with the extremes 
of joys and misery as experienced by 
human beings. Men in the future 
may at least accept or reject the scien- 
tific condensations of the experiences 
of others, just as they may now accept 
or reject the findings of medical sci- 
ence in dealing with their health prob- 
lems. 

Since the writer has no formula by 
which bitter, thwarted, blind, and 
wounded personalities may be sud- 
denly reversed in their march toward 
the court room, his discussion must 
look toward the future. First, certain 
aspects. of the marriage relation may 
be given the emphasis which seems 
necessary if understanding is to be the 
basis of control. In the second place, 
brief comment may be made upon, | 
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difficulties and possibilities involved in 
research into marital relationships. 
Finally, certain further comments may 
be ventured concerning the present 
efforts toward increasing happiness in 
marriage. ` 


Dynamics or THE MARITAL 
RELATIONSHIP 


Students of the family accept the 
fact of changes in the family institu- 
tion, and also the fact that cultural lag 
and disorganization may take place as 
the result of a differential rate of change 
as compared with other aspects of cul- 
ture. Culture and culture conflict 
have as their counterparts, individual 
behavior and personality conflict. It 
is useful to think of certain aspects of 
behavior in marriage as rôles, more or 
less culturally determined, which an 
individual plays with reference'to other 
individuals. Disorganization of an in- 
stitution, viewed as a culture pattern, 
means a blurring, a clash, and an in- 
consistency of rôles played by persons. 
The writer has found it convenient to 
think of three type marriage réles 
which may be played by modern 
women. Each may be either congenial 
or hostile to the rôles played by the 
husband and to those which he con- 
ceives for himself. 

First there is the wife-and-mother 

„rôle, involving as privileges, security, 
respect, domestic authority, economic 
support, and loyalty of husband to one 
who has borne him children. Obliga- 
tions include rearing of children, mak- 
ing a home, rendering domestic service, 
and loyal subordination of self to the 
economic interests of the husband. 

In the second place there is the com- 
panion rôle. This implies the priv- 
ileges of sharing pleasures with the 
husband, receiving a more ardent emo- 
tional response, being the object of 
admiration, receiving funds adequate 
for dress and recreation, and having 
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leisure for a social and educational 
activity. On the other hand it implies 
as obligations, the preservation of 
beauty under the penalty of marital 
insecurity, the rendering of ego and 
libido satisfaction to the husband, the 
cultivation of social contacts advan- 
tageous to him, the maintenance of 
intellectual alertness, and the responsi- 
bility for exorcising the demon of bore- 
dom. 

Finally, there is the partner rôle, 
corresponding to a new definition of the 
cultural situation which is gradually 
emerging. This entails the privileges 
of economic independence, equal au- 
thority in regard to family finances, 
acceptance as an equal, exemption 
from one-sided personal or domestic 
service to the husband, equal voice in 
determining locality of residence, and 
equality in regard to social and moral 
liberty. The obligation side of the 
balance sheet would include renouncing 
of alimony save in the case of de- 
pendent children, a contribution to the 
common fund in proportion to earning 
ability, acceptance of equal responsi- 
bility for the support of children, 
complete sharing of the legal responsi- 
bilities of the family, willingness to 
dispense with any appeal to chivalry, 
abrogation of special privileges in re- 
gard to children, and equal responsi- 
bility to maintain the family status by 
success in a career. 

Obviously there is much overlapping 
in regard to rôles. It seems true, how- 
ever, that domestic discord may be 
usefully analyzed with reference to 
consistency, compatability, and the 
balance of privileges and obligations 
involved in the rôles played by the 
marriage partners. There are some 
women who demand the privileges 
of all three rôles. Others receive 
merely the obligations, and are worn 
out with their attempt to bear a three- 
fold burden. 
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ANALYSIS OF PERSONALITY 
INTERACTION 


In the writings of Burgess, Mowrer, 
Krueger, and others there is a keen 
appreciation of the interplay of per- 
sonalities in the family group, but there 
still seems room for further emphasis 
and-more detailed analysis. Like- 
wise, there have been repeated attempts 
to prepare lists of causes of discord and 
of tensions. One wonders, however, 
concerning the relationship of a cause 
to a tension, and is rather inclined to 
suspect that at times there has been a 
mere naming and renaming of things 
rather than the provision of conceptual 
tools for the analysis of any particular 
case. Certainly a book could be filled 
merely by listing the traits, the condi- 
tions, and the circumstances in the ab- 
sence of which a particular type or 
degree of discord would not have taken 
place. 

There is also the configurational 
point of view to be kept in mind. One 
could stand a noisiness in eating soup 
if only the table conversation were 
different. ‘Economic difficulties may 
derive part of their meaning from their 
association with sex incompatability 
in the total configuration of cireum- 
stances. 

Again, -there is the principle of 
cumulative circular response to be 
taken into account. A marriage rela- 
tionship is not static; rather, it tends to 
move at a rate and in a direction that is 
a function of the interactions that 
have gone before. A particular ges- 
ture makes inevitable a response which 
will call forth a second gesture which 
makes inevitable a second response 
arousing a third gesture which in turn 
carries the relationship a step further 
towards a climax. In one sense, the 

first gesture at the beginning of an 
` interaction process is the seed for the 
final flower of hatred or of ripened love. 
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The writer has been in the habit of 


analyzing cases in a semi-diagrammatic 
fashion. It is assumed that both the 
man (M) and the woman (W) are 


. products of heredity (H), culture (C), 


personal-social behavior (P), and nat- 
ural environment (N). By personal- 
social behavior is meant the more or 


less unique and unstandardized rela- 


tionships with others, as for example 
with members of one’s family during 
childhood. Personality traits of M 
and W are described with reference to 
a schedule of traits too elaborate to 
be given here, but which includes 
as major categories: (1) intellectual 
aspects, (2) emotional-appetitive as- 
pects, (8) direction and expression of 
energy discharge, (4) emotion-idea 
systems, (5) social adjustments, (6) 
temporal aspects, and (7) integrational 
aspects. 


With marriage, the interaction of 


M. and W begins, or rather continues, 
with each person in a new rôle. As- 
suming .a gesture or stimulus from M 
to W, or in more general terms an im- 
pact of M’s personality upon W, this 
influence may be either friendly or 
hostile. Assuming that the gesture 
is hostile, W withdraws somewhat from 
M and is transformed into personality 
WI, which is predisposed to make a 
hostile gesture which will alienate M 
and convert him into M1, now predis- 
posed to a certain kind of behavior 
toward W1 which tends to be cumula- 
tive, 

At any time, of course, in the inter- 
action process, new external influences 
— C, P, or N—may come into play. 
A social worker as a personal-social 
stimulus may or may not be able to 
change the trend of the interaction 
process. In ‘many cases where the 
external environment is constant the 
interaction approaches a climax or an 
equilibrium with the same mathemati- 
cal regularity shown by chemicals 
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interacting in a test tube. Personali- 
ties M and W, starting at a certain 
social distance, become ultimately 
transformed into Mn and Wn, either 
more intimate, than at the beginning 
of their marriage, or now separated 
by a vast gulf of resentment and bit- 
terness. Descriptive terms such as 
response tension or status tension may 
be applied to various stages of the rela- 
tionship. 


RESEARCH AND THE FAMILY 


Important and valuable research in 
regard to the family has been carried 
on by E. Mowrer, H. Hart, W. Ogburn, 
G. V. Hamilton, K. B. Davis, E. 
Burgess, and others. Obviously, both 
the statistical and the case method 
can be used to great advantage and are 
by no means mutually exclusive. It is 
the writer’s feeling, however, that pre- 
liminary clues and significant hypo- 
theses can best be gained from case 
histories and life history documents. 
There is always danger of applying the 
statistical method to objective irrele- 
vancies, and ignoring the more subtle 
and yet more significant aspects of the 
marital relationship. 

One of the greatest difficulties con- 
fronting the student of the family is 
the establishment of some objective 
criterion of success in marriage. Ob- 
viously, certain individuals would be 
unhappy either in or out of marriage, 
and it would be unfair to take their 
unhappiness as evidence of failure in 
marriage relative to the marriage of one 
blessed with a more sanguine tempera- 
ment. It is almost impossible to 
arrange control groups paired with ref- 

-erence to personality types, in order 
that marital experience as such may be 
compared. This suggests the desira- 
bility of investigating the causal fac- 
tors in the marriage itself which may 

. affect happiness, on the basis of repeti- 

tions and sequences in the experience 
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of the same group of individuals. 
Joint diaries of marriage partners or 
continuous life history documents based. 
upon a predetermined schedule may 
prove to be a valuable research device. 
It is conceivable, for example, that 
quarrels and episodes of estrangement 
may be correlated with sex rhythms or 
recurrent types of ego frustration. 
There are certain hypotheses in re- 
gard to marital adjustment which it is 
hoped may be tested by subsequent 
research. It seems desirable, for exam- 
ple, to lay stress upon the socio-psycho- 
logical continuity of the family. It is 
clearly recognized that what people are 
depends to a considerable extent upon 
their family background. . It seems 
plausible, however, to assume that 
what people want and expect in mar- 
riage, and perhaps their success in at- 
taining it, depends also upon family 
background. Where there is an ac- 
ceptance of and identification with a 
certain family situation in childhood, 
it is probable that the matured in- 


dividual tends more or less uncon- 


sciously to seek a continuance or a 
reproduction of such a situation and 
to suffer disappointment through the 
failure of this quest. The familiar 
hypothesis of a tendency to select a 
marriage partner similar to the parent 
of opposite sex is merely a special fea- 
ture of this more general hypothesis. 

On the other hand, where there is 
rebellion and frustration in a child- 
hood family situation, it is probable 
that a subsequent marriage is vaguely 
motivated by the desire to make good 
or supplement the lacks and inade- 
quacies of the earlier situation. It is 
conceivable that the child who has been 
emotionally starved through contact in 
early years with cold, unresponsive, 
and unsympathetic parents may make 
almost morbid demands for intense 
emotional response from the marriage 
partner. f 
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There seems no good reason why at 
least rough predictions of marital 
success should not be made once the 
preliminary research has been carried 
on. The various combinations as to 
social background and_ personality 
traits could be related to indices of 
success in marriage by compara- 
tively simple statistical procedures. Of 
course the inadequacy of divorce and 
desertion as indices of family disor- 
ganization must be recognized. The 
whole question of norms and type 
patterns in marital relationships offers 
a virgin field for research. At least 
there is pragmatic justification for a 
hypothesis of determinism in marital 
relations. To assume that similar 
conditions lead to similar effects opens 
the way to scientific prediction, even 
though the failure of complex configura- 
tions to repeat themselves restricts 
prediction to useful approximation. 


Apsustment OF MARITAL RELATIONS 


It has been argued that our scientific 
knowledge of the family is still meager 
and that of necessity those having the 
temerity to guide the marital relations 
of others, if not the blind leading the 
blind, at least have no perfect clarity 
of vision. It is true of course that the 
more obvious hindrances to marital 
happiness are now dealt with by a va- 
riety of agencies and individuals— 
psychoanalysts, psychiatrists, social 
workers, courts of domestic relations, 
and marriage clinics—and that con- 
spicuous successes can be pointed out. 
One cannot but suspect, however, that 
one is more likely to hear of the suc- 
cesses than of the failures. 

From the writer’s point of view, one 
of the most fruitful approaches con- 
sists in making available competent 
premarital advice in clinics such as 
those which have sprung up in Ger- 
many. With case histories and fol- 
low-up work, such clinics could in time 
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amass a veritable gold mine of scien- 
tific information. It is quite possible 
that such data would yield strong 


evidence in favor of a greater flexibil- 


ity in the family institution. It may 
well be that institutions should be 
made for men who differ one from an- 
other. Why attempt to adapt varied 
temperaments to a single rigid pattern 
of folkways and mores? 

In regard to attempts at adjustment 
of individuals whose choice of a mar- 
riage partner was perhaps unwise, cer- 
tain possibilities and certain difficulties 
may be mentioned. It is probable 
that there is some advantage in the 
wisdom of an outside adviser merely 
because he is an outsider. It is prob- 
ably often true that marriage partners 
attempting to find release and read- 
justment by sudden bursts of frankness 
and by revelation of repressed emotions 
may plunge deeper into the morass 
of misunderstanding and emotional 
bewilderment. There is always the 
danger, of course, that the ordinary 
outsider either unconsciously identifies 
himself with one of the warring parties 
or lays himself open to the suspicion 
of having done so. The rôle of the 
marital adviser will be easier when he 
has not only more complete knowledge 
but also the prestige now attributed 
by certain groups to the priest, the 
medical man, and the scientific ex- 
pert. 

Marriage partners in conflict are 
usually infantile and need the advice 
of a person who can take the réle of 
the kind, just, and wise father. Itis 
possible that in certain cases the per- 
son of common sense who commands 
respect and who suggests a simple 
remedy such as a vacation from mar- 
riage for victims of matrimonial shell 
shock, may succeed better than those‘ 
who would probe to the depths of the 
unconscious. 

It must be granted, however, that 
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the psychoanalysts have given ex- 
traordinarily stimulating concepts and 
hypotheses to the world and have de- 
veloped techniques which must find 
some place in the equipment of the 
marital adviser of the future. There 
remain, however, certain philosophical 
questions. Should reality be faced if 
a working. adjustment based on illu- 
sion is possible? How do we know 
what people really want? If repressed 
wishes appear in a distorted symbolic 
form in dreams and fantasies, this does 
not mean that the repressed wish was 
the real or stronger motive. If so, 
why the repression? 

In the last analysis, as most psycho- 
analysts realize, the adviser must 
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limit his function to revealing persons 
to themselves and to each other. 
Motives can be dragged out into the 
open and given a fair chance; but in the 
writer’s opinion, few advisers are wise 
enough or sufficiently inspired with 
the knowledge of what should be, to 
mold personalities or marriage rela- 
tionships to a predetermined pattern. 

Techniques of adjustment there will 
be, based presumably upon an infin- 
itely firmer foundation of scientific 
knowledge; but it is to be hoped that 
the ultimate questions as to what 
values should be realized in person- 
ality and in marriage will be immune 
from dogmatism, either philosophical 
or scientific. 


Dr. Clifford Kirkpatrick is Associate Professor of 


Sociology at the University of Minnesota. 


He ws the- 


author of “Capital Punishment,” “Intelligence and 
Immigration,” and “Religion in Human Affairs:” 


The Bereaved Family 


E By Tuomas D. Error 


e death rive out a member from 
a group bound in a funċtional 
unity of affectionate interaction—the 
experience of the survivors is bereave- 
ment. Outside of primary groups— 
in the sense of groups involving affec- 
tive’ attachments—one does not find 
bereavement in any true sense. Out- 
side the circle of personal acquaintance 
one may. experience degrees of “shock” 
depending upon one’s capacities for one 
or another type of identification and 
sympathy,! or upon the existence of 
other than affectional interests or 
habits disturbed by the death. One 
may also observe rituals and simula- 
tions of bereavement, required by the 
culture? And, within the family, 
death may occur without the phenom- 
ena of bereavement. Nevertheless it 
is clear that bereavement is typically a 
family crisis., 


CRISES AND RESPONSES 


Crisis, in the sociological sense, is the 
state of affairs in which the habitual 
behavior patterns, personal and cul- 
tural, are suddenly inadequate to the 
resolution of tensions in the situation. 
At such junctures the processes of read- 
justment involve emotional excitement 
and efforts in the organism to respond 
in some way that will relax its unpleas- 
ant state of tension. ' 


1 Cf. Eliot, Thomas D., “The Use of Psycho- 
analytic Classifications in the Analysis of Social 
Behavior: Identification,” Journal of Abnormal 
and Social Psychology, XXII, April-June, 1927, 
pp. 67-81; Becker, Howard, “Some Forms of 
Sympathy... ,” Journal of Abnormal and 
Social Psychology, XXVI, pp. 58-68, April- 
June, 1931. 

2 Cf. Harrison, Jane, Ancient Art and Ritual, 
Ch. V, New York: Holt, 1913, on the distinction 
between dromenon, a participant rite, and drama, 
an observers’ show; “hoc est corpus” vs. “hocus 
pocus.” 


' Whether these efforts are “ success- 
ful” or not is as yet a matter of more 
or less subjective evaluation. The 
response may be more or less “intelli- 
gent” in the sense of voluntary at- 
tempts to adapt means to an end. In. 
unprecedented crises the organism 
may fail entirely, even disintegrate; or 
it may compensate effectively through 
the more or less accidental or deliberate 
discovery or invention of new behavior 
patterns, which may then be recognized 
and accepted into the culture of the 
group as folkways. 

When a crisis is one of a kind for 
which there is ample precedent in the 
social heritage of the group, the group 
culture usually includes a special set 
of mores, rituals, and attitudes, which 
are supposed to deal with: such crises 
satisfactorily if gone through by those 
most concerned. 

The purpose of the present paper is. 
merely to analyze and classify some of 
the ways in which families and their 
members have responded to the crisis 
of bereavement. The types of response 
described could all be illustrated from 
case studies if the space allotted for the 
article permitted. Elsewhere 4 I have 
pointed out the tremendous importance, 
of this eternally new but universal 
problem as a possible field for sociologi- 
cal research and eventual helpfulness, 
but also its difficulties because of re- 
sistances and taboos. Were it possible 
to secure records in which the history 
is reported by each member of the 
group and by one or more observing 

3 See Harrison, Jane, op. cit. 

4“The Adjustive Behavior of Bereaved 
Families: A New Field for Research,” Social 
Forces, VIII, pp. 548-549, June 1930; “ Bereave- 
ment as a Problem for Family Research and 
Technique,” The Family, XI, pp. 114-115, June 
1930. 
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outsiders, such a multidimensional 
representation of the event (gestalt) 
would, of course, be far more signifi- 
cant. . 

It will be a long time, however, before 
a series of such cases can be secured. 
One way to shorten this time may be 
to make such groping efforts at inter- 
pretation of partial data as are now 
possible, and to publish them in such 
a way as may stimulate those in a 
position to prepare more thoroughgoing 
studies. If we accustom ourselves to 
the considerate facing of this common- 
uncommon experience of bereavement, 
we may gradually break down the 
isolation which exists in our culture 
between the bereaved and the never- 
bereaved, which is now supported not 
only by convention, stereotype, and 
taboo, but also by the general tendency 
to repress the disagreeable in our own 
past or prospective experience. 

If the following presentation should 
seem merely to elaborate the common- 
place, may I point out that it has often 
been only through some such elemen- 
tary taxonomic analysis that signal 
problems have been opened up to 
scientific methods in important fields— 
such as botany, language, mental 
disease, or infant behavior—previously 
taken for granted by common sense. 


Immeprate Errects or BEREAVEMENT 


The effects of bereavement may be 
divided very roughly into immediate 
and later, or primary and secondary. 

Among the immediate or primary 

_ effects of bereavement I have noted 
several as typical: § 

(1) Abandon 

(2) Refusal or rejection of the facts 

(including dissociation of emo- 
tion, or sense of unreality) 

(3) Preternatural or detached calm 

§Here, as throughout, I crave additional 


evidence and supplementary analysis, corrobora- 
tive or otherwise. 
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(4) Shock, in the neurological sense 
(5) Exaltation 

(6) Self-injury 

(7) Repression 

(8) Blame of self or others, revenge 
(9) The intense longing of grief 


The first eight occur in various se- 
quences and combinations with the last. 
Without grief (it may be assumed) the 
others would not arise. Ordinarily, 
however, the word “grief” is used so 
loosely, to cover all these phenomena, 
that it has little specific descriptive 
value. Shand has treated these as- 
pects of sorrow rather thoroughly, at 
least from the point of view of the 
individual psychologist,’ and Becker 
has contributed further analysis and 
illustration of Shand’s “laws of sor- 
row” as they bear upon bereavement.’ 
In the present paper we are concerned 
with family interaction, and shall pass 
over such immediate responses of 
bereavement as involve a minimum 
of interpersonal conditioning and sub- 
sequent family behavior. Refusal to 
believe the death; the degree of shock; 
the mental content or interpretation of 
one’s temporary dissociation or exalta- 
tion; the particular form, degree, or 
circumstances taken by the impulses 
to hurt or destroy oneself—~all these 
are indeed subject to influence by the 
current beliefs, cultural forms and 
models, and sanctioned folkways. But 
their organic or physiological basis, 
like the longing for the lost one, does 
not directly and inevitably require or 
imply any social relationship other 
than those which existed between the 
bereaved individual and the deceased 
individual. In the impulse to project 
upon god, devil, self, or other human 
beings the blame for the death, one 


6 Shand, A. F. S., The Foundations of Charac- 
ter, Ch. TX-XIII, London: Macmillan, 1914. 

1 Becker, Howard, <A Social-Psychological 
Study of Bereavement, Unpublished Thesis, 
Northwestern University, 1927. 
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gets the first response directly depend- 
ent upon the existence of others, and, 
in some measure, a return to interaction 
with other survivors. 

It should be noted, however, that 
behavior of any of the sorts noted in our 
above list, while not themselves requir- 
ing stimulation from others, may be 
increased by the behavior of other 
members of the family, through (more 
or less involuntary) imitation, or by 
contrast; also that, even though not 
roused by others’ behavior, such re- 
sponses as incredulity; prostration, ec- 
stasy, suicidal or murderous attempts, 
and so forth, tend to set up marked 
reactions of compensatory or imitative 
nature in other members of the 
. family. , 


SECONDARY Reactions 


From a psychiatric point of view, the 
organism’s efiorts to deal with the 
shocks and strains of bereavement may 
be further analyzed. The following 
types or classes of response have been 
noted, corresponding to certain of the 
well-known “mechanisms” of the psy- 
choanalysts: 

(1) Escape, or attempted escape 
from the conflict. -E.g., use of drugs, 
moving of residence, suicide, social 
distractions, or illusions. 

(2) Defense and ‘repression. E.g., 
removing all reminders, deliberate for- 
getting, postural self-control, or certain 

“mental diseases.” 

(3) Compensation (in the narrower 
sense). E.g, rationalization, beliefs 
and cults, rituals of guilt or contrition, 
perpetuation of memory of deceased 
or of wish or supposed will.of deceased, 
revenge, penance or “overdetermined”’ 
‘grief. 

(4) Mascchism andexhibition. E.g., 
voluptuaries of grief, recluses, ascetics, 
and the like. 

(5) Identification (introjective). 
E.g., stepping into the réle of the de- 
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ceased, or “carrying the spirit” of the‘ 
deceased. 

(6) Transference and substitution 
(involving projection). E.g., reattach- 
ment of affections to new mother, child, 
or spouse; espousal of charities or causes. 

Most of these behavior patterns take 
time and social interaction for their 
development: they are not immediate 
and primary, but secondary and’ so- 
cially conditioned. Some mores of 
bereavement correspond to and offer 
channels (or correctives?) for these 
mechanisms. 
` Jt will be noted that many of the | 
above reactions may prove successful 
or unsuccessful, depending upon the 
inner resources and the current social 
situation. A classification based upon 
degree of success in readjustment may 
therefore cut across the psychiatric 
classification. For example, it may 
leave among the failures some efforts 
to substitute a love object, while other 
such reattachments may be spontane- 
ous and highly successful. 

It should also be noted that while: 
the psychiatric classification stresses 
mechanisms or processes, a classification 
according to degrees of success will 
naturally stress results-—~i.e., cross sec- 
tions of processes at a given time. 
To the extent that case studies have 
been drawn from recent bereavements, 
the results cannot be considered con- 
clusive, as the processes of readjust- 
ment or failure may be incomplete. 

Degrees of success in readjustment 
cannot be measured but must beroughly 
(and perhaps subjectively) evaluated, 
and then grouped. And there is a 
further difficulty—the danger .of cul- 
tural subjectivity. That is, an adjust- 
ment which miglit be individually 
successful, such as remarriage, may be 
so frowned upon in a given place or 
time that it may turn out unhappy and 
thus prove a failure, or it may be mis- 
judged as failure through moral preju- 
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dice. A refusal to commit suttee 
would have been considered failure in 
Hindu culture. Nevertheless, it seems 
worth while to attempt an empirical 
arrangement of people’s social and 
secondary reactions to bereavement, 
in order of their apparent success. 
The nearest I can come to an objective 
definition of such success is a condition 
in which there is acceptable evidence 
that the unpleasant tensions have been 
relaxed or reorganized into some tolera- 
ble or more satisfactory pattern. 


INDIVIDUAL Errects or BEREAVEMENT 


A. Total failure to readjust 
(1) Suicide 
(2) Early death 
(3) Insanity 
(4) Moral disintegration 
(5) Obsession 
B. Partial failure 
(1) Eccentricities 
(2) Physical illness or prostration 
(3) Aboulia, purposelessness 
(4) Isolation 
(5) Embitterment, misanthropy, 
cynicism 
(6) Reversion to or recurrence of 
griefs 
(7) Self-blame or personal hates 
(8) Fears 
(9) Loneliness 
. Partial success 
(1) Resignation, “‘God’s will,” ete. 
(2) Stoicism 
(8) Stereotyped formule of immor- 
tality, misery escaped, etc. 
(4) Sentimental memorials 
(5) Effective repression of memories 
(6) Intensification of affections 
(7) Extension of affections 
(8) Deliberate absorption in dis- 
tractions or duties 
(9) New or fantasied love objects 
. Conspicuous success 
(1) New love object 
(2) Thoroughgoing religious ration- 
alization 
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(3) Spontaneous forgetting, relaxa- 
tion of tensions 

(4) Devotion to life work 

(5) Identification with rôle of de- 
ceased 

(6) Creation of constructive memo- 
rials 

(7) Transmutation of the experi- 
ence into a productive rein- 
tegration of the personality. 

Obviously, the most frequent results 
are the infinite combinations of B and 
C above—partial success and partial 
failure. 

These types of individual compensa- 
tory behavior have been listed in this 
paper because they undoubtedly in- 
„fluence the pattern of family behavior 
‘during the bereavement and post- 
bereavement periods. Like the im- 
mediate or primary responses to the 
death, these behavior patterns are 
contagious; but they are more con- 
sciously imitated or resisted than are 
the immediate impulsive responses. 
They may be based upon models and 
may serve as models for imitation. 
In fact, one finds persons worrying 
in bereavement because their own 
feelings do not correspond to some pre- 
conceived or admired model or code; 
or accusing another member of the 
family of indifference because of his 
easier readjustment or more effective 
repression. 

In a simple culture it may be that 
grief is more or less sincerely standard- 
ized. The net impression from current 
studies in our own fluxing culture is 
that of the amazing differences in 
both the inner and the outer manifes- 
tations of grief, to be observed every- 
where. 


How BEREAVEMENT AFFECTS THE 
Famy 
Neither the psychiatric classification 
nor the types of success and failure 
listed above represent responses of the 
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family as a whole. Allport’s theory to 
the contrary notwithstanding, there is 
a difference between the individual 
responses and the constellation and in- 
teractions thereof in the family rela- 
tionship. 

Even more than individuals’ feelings, 
the behavior of the family may be af- 
fected by the financial gain or loss 
incident to the death. It is difficult 
to isolate the true bereavement features 
from the socio-economic features which 
have been so extensively studied by 
social workers.2 For the social psy- 
chologist, however, the latter are of 
interest only as they influence personal 
attitudes and family interactions. 

Turning, then, to what is more 
strictly the topic of this paper, let us 
note some ways in which families have 
been observed to change as a result of 
bereavement. 

(1) The réle of a family member 
exists in relation to the configuration 
and functioning of the family as a unit. 
A death tends to disturb this unity. 
“The shifting of the rôles of the various 
members under bereavement represents 
a reshaping of the configuration. 

(2) The consensus of the family in 


8 E.g., Richmond, Mary E., and Hall, Fred S., 
A Study of Nine Hundred and LHighty-Five 
Widows . . . , New York: Russell Sage Founda- 
tion, 1913. 
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respect to these rôles, i.e., in respect 
to its own pattern, may result; or, 
family conflict may develop as a se- 
quence to incompatible conceptions of 
the rôle of certain members under. the 
new conditions. 

(3) Such conflicts or jealousies, ‘or 
the lack of a common personal or do- 
mestic, object or symbol of affectional 


attachment (conditioning stimuli) 
may result in decreased family soli- 
darity. 


(4) Acceptance of new interpersonal 
responsibilities may increase family 
solidarity. 

(5), Removal of authority, of habit- 
stimuli, of home, or of support may lead , 
to revision of family folkways. 

(6) Maturity of children who lose 
their parents may lead to individual- 
ism or turning to their own families. 

(7) The will, or personality, of the 
deceased, acting psychologically as a 
dynamic complex in each member’s 
memory, and reénforced by consensus, 
may activate the behavior of the entire 
family. 

No one ease will display all the pat- 
terns, individual and social, that have 
been suggested above; but it may be of 
value to present such parts of a single 
case as will illustrate the sort of ma~ 
terial being brought to light,-and the 
manner of its analysis. 


NARRATIVE FC 10 (DISGUISED) 


a} 


Analysis 


This is the story of two cases of bereavement in the family of a 
_ professional man. No attempt will be made to give a comprehen- 
sive account—merely enough to offer a glimpse of what these 


experiences meant to me. 


‘At the age of 25 I was happily martied to a woman whose previ- 
ous life had been in some respects very different from my own, but 
who brought to me the things that I had missed in the past. We 
were alike chiefly i in having been brought up in clergymen’s families 
and (naturally) in not having much money. Our first year was 


badly broken by the War. . gore 
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We were both eager for children and looked forward with happy 
anticipation to the coming of our first-born. She arrived a year 
later and fulfilled our fondest hopes. She was a healthy, happy 
baby. And then, a year and a half later a second child was born. 
We were delighted with the thought that our first would not have 
to grow up alone, but would have a playmate almost her own age. 
But we were doomed to disappointment. The second baby was 
undernourished and partly paralyzed, For a long time, in fact so 
long as he lived, we knew not what day his life might be snuffed 
out. He cried “constantly,” until both parents were worn out 
with worry and lack of rest. We took him to the best medical men 
available, spending our time, our money and our strength until it 
seemed we could do no more. After nine months of struggle, we 
accepted the inevitable. ` We realized that he would never grow up 
and that the strain of caring for him was more than we could bear. 
So we secured a nurse who kept him for a time and later placed him 
in a hospital school. He lived for six years, and in all that time 
there was not a week, in fact scarcely a day, when we did not half 
expect word that he had slipped away. We visited him, because 
he was our baby, but one could hardly say that these were happy 
visits. When at last he passed on, it gave almost a sense of relief, 
and yet there was a terrible longing for the Jad that he might have 
been. É 

After we had been married about six years, my wife was found 

. to have a tumor which it seemed necessary to remove. So she went 
to the hospital, confidently expecting to be back home in a couple 
of weeks. But on the operating table another tumor was discov- 
ered, whose removal was exceedingly difficult. Even so she 
seemed to be regaining strength when peritonitis set in and within 
ten days she was gone. The shock was something I cannot possi- 
bly deseribe. I could hardly eat; I had a constant feeling of 
nausea. Mentally I was full of self-accusation for not having 

.taken the whole case more seriously and provided more adequately. 
(Not for three days did I get her a special nurse, since the physician 
did not advise it.) 


Fortunately I was able to sleep, and gradually my appetite 
returned. Within a week I forced myself back to my work. I 
devoted much time to my six-year-old girl. 


Friends were thoughtful and quietly expressive of their sympathy. 
My mother spent a couple of weeks with us. But for weeks I went 
about in a sort of daze. I was luckily able to secure a good house- 
keeper, who quietly fitted herself into our household, learned our 
ways, said little, but assumed responsibility and became very fond 
of the small girl, This woman was with us for over two years. 


\ 
Tt should be said that the second child was still living at this 
time, and was an added cause of distress throughout. He died 
about a year after his mother. _ . 
` Outwardly we seemed to have made a good adjustment, but the 
girl missed her mother, grieving secretly. At no time since her 
death has she been willing to mention her. Several times I have 
talked to her about her mother, but she would never bring up the 


Affectional bond docu- 
mented, 


The child's illness pro- 
longed, the death ex- 
pected; probably and 
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naturally hoped for at. 


times. 


Reaction to expected 
death: desperate and 
loyal efforts. 


Immediate reaction to 
death: relief. Second- 
ary reaction: longing. 


Unexpected death of 
wife. Immediate reac- 
tions: acute shock; and 
self-blame. . 


Sleep as an. escape? 
Gradual and spontane- 
ous relaxation of acute 
tensions. 


: Deliberate distraction 


through meeting duties; 
partly successful. Trans- 
ference or intensification 
of affection. 

Comfort in friends’ con- 
tacts and attitudes. 
Aboulia? Deeper levels 
of shock not healed. 
Affections not fully 
compensated. 

Routine reéstablished— 
with change of folkways. 


Child not readjusted. 
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subject of her own accord, nor would she ever say much when I 
ovened the conversation. She clung to me and feared that I 
would leave her. Once when we were in a store together I went 
into a booth to try on some clothes; missing me she started for 
home crying as hard as she could, She did not want to go visiting 
or to have me go away. However, she has gradually changed in 
_ these respects and seems now to be quite normal. 


For myself, I was inexpressibly lonely. The housekeeper did 
her work admirably, but she was a woman of limited education and 
could not be a companion. I drifted into a correspondence with 
an old friend, visited her, and for a time was quite sure she was the 
one to fill the gap in my life. However, I cooled off and realized 


„that she might provide only sympathy and companionship for a’ 


time. When I thought of the one who was gone and asked myself, 
“What would she think?” there was only one answer. I broke 
off and decided that it was much better to “go it alone.” 

Still later a real affection developed between me and a woman 
five years my junior, who had lived with us when the small girl 
was about a year old. She was a charming person, who had gone 

through the experience of losing her father and making a very 

happy adjustment to her stepfather and stepbrothers and sisters. 
, We decided to get married, and have for over a year been living 
happily together. 

The past is not wholly buried, but my daughter has a good 
mother and I have a lovely wife, Everything seems on a firmer 
footing than ever before. We are facing the future with hope and 

courage, knowing that there is plenty to do, accepting our daily 
problems as they arise. 

I think the fact that the two women were fond of each other, and 
the fact that the girl and her stepmother are getting on so well 
have contributed enormously to my own readjustment. When I 
look back I feel that I have been through hell, but for the most part 
I look forward and keep rather happily busy in the present. 
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Repression. 
Fears. 


Increased ‘solidarity be- 
tween survivors. 

Gradual readjustment + 
and relaxation of ten- 
sions. 

Loneliness as partial 
failure to readjust, In- 
adequacy of economic 
substitute'for wife. 
Unsuccessful substitu- 
tion of love object, Mem- 
ory and wish of deceased 
as an active and inhib- 
iting complex, 
Apparently successful 
substitution of love ob- 
ject. 


Identification in be- 
reavement and in read- 
gusiment to “steps.” 
Frank admission that 
process is not complete, 
but prognosis good, 


Child finds substitute 
love object. 

Recurrent memories sun- 
cessfully assimilated. 
Distractions in current 
duties and in change of 


scene. 
$ 


It may be noted, as a point in 
method, that cases such as the above 
have been secured as spontaneous 
narratives, with only general oral sug- 
gestions as a basis. They are therefore 
less detailed and comprehensive than 
studies based upon a formal outline or 


schedule, but have the advantage of 
preserving the spontaneous emphases 
felt by the bereaved in his own experi- 
ence and memory; and they lend them- 
selves to treatment as a series or se- 
quence of situations as the configuration 
changes. ` 


‘ Dr. Thomas D. Eliot is Professor of Sociology at 
Northwestern University. He is author of “The 
Juvenile Court and. the Community” (1914) and 
“American Standards and Planes of Living” (1931), 
and contributor of articles to technical journals. 


Divorce and Readjustment 


By Ernest R. MOWRER 


HERE are few crises in the life 
span of an individual which pro- 
duce a more severe strain upon the 
personality than divorce! In a cul- 
ture which has not yet adjusted itself 
to the eventualities of divorce, even 
death tends to produce less conflict in 
the individual, because of the presence 
of socially sanctioned forms of adjust- 
ment. Whatever may be the situa- 
tion in the future, there is at present 
little provision for adjustments after 
divorce in American culture. The in- 
dividual is left to muddle along as best 
he can, whether as a child whose parents 
have been divorced or as an adult whose 
marriage is thereby terminated. 
Divorce is, of course, but the climax 
of domestic discord. It is accordingly 
only a convenient symbol of the begin- 
ning of the period of readjustment. 
Actually, the period of readjustment 
often has its beginning long before the 
divorce is granted, although it is not 
unusual for individuals to refuse to face 
the situation until divorce has closed the 
door to reconciliation. In other cases, 
however, either one or both principals 
to the marriage may have completely 
readjusted themselves to the situation. 
The problem of readjustment ob- 
viously is not the same for all individ- 
uals. In fact there is the widest range 
of differences, depending upon a large 
number of factors in the life experiences 
of the individual. Some of these fac- 
tors have to do with the type of domes- 
tic discord, while others are related to 
certain differentials in the attitudes of 
the two persons. 


1The reader is referred to a more extended 
treatment of this subject to be found in Waller, 
Willard, The Old Love and the New, New York: 
1930. 


Domestic discord situations may be 
differentiated into two types, in terms 
of the basic conditions under which con- 
flict arises. First, there is that group 
of eases in which discord is the result of 
the disorganization of either or both of 
the personalities involved. From the 
standpoint of this type of case, divorce 
simply means a change in the elements 
making for disorganization, since there 
has been continuous lack of adjustment 
throughout the life history of the in- 
dividual. In this type of situation the 
intensity of mental conflict may vary 
from time to time, though such varia- 
tions do not make disorganization less 
constant. Furthermore, at least one 
of the individuals may find in the mar- 
riage situation a partial solution of 
some of the perplexing problems of life. 
In so far as this is true, divorce adds 
complications to the life problems of 
that individual. 

Where domestic discord arises out of 
the marriage situation, the problems of 
the divorce are likely to seem more 
cataclysmic in origin than otherwise. 
The result is that the individual who 
has previously seemed quite well ad- 
justed may become completely disor- 
ganized in every phase of his social 
relations. He finds that even the 
simplest of problems, which previously 
he handled very proficiently, have now 
become enormously enlarged. The or- 
derly world in which he knew his way 
around quite well has suddenly become 
topsy-turvy, and all his old techniques 
of adjustment appear weak and futile. 


DIFFERENTIALS IN READJUSTMENT 


The second group of variations grows 
out of differentials in the attitudes of 
the individuals involved. The prob- 
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lem of readjustment is, for example, 
quite different for one of the principals 
as compared to the other, unless the 
desire to terminate the marriage is 
mutual and for essentially the same 
reasons in each case. Situations of 
this latter sort, however, are relatively 
rare. What more commonly happens 
is that one individual has long ago lost 
interest in the marriage and has there- 
fore readjusted to the changed situation, 
leaving his partner to the disillusion- 
ment so often associated with divorce. 

Furthermore, the individual’s con- 
ception of marriage is an important 
aspect in determining the nature of the 
-crisis after divorce. For those in- 
dividuals who go into marriage chiefly 
for practical reasons, the problem of 
adjustment after divorce is quite dif- 
ferent from that where romantic ideas 
constitute the chief motivating factors. 

Romanticism is in fact one of the 
causes of both divorce and the disillu- 
sionment which follows in its wake. 
The romantic code looks upon love as 
the only thing that counts in the selec- 
tion of a mate. But how is one to 
know infatuation from love, which it 
resembles in every respect except that 
of lasting? The answer of the roman- 
ticist is that one must try, and, failing, 
try again. Divorce is the inevitable 
way out of a mistaken choice. But 
since so much emphasis is placed upon 
love, the disappointment is all the more 
keen, even though one is convinced 
that ‘it was only infatuation. In the 
nature of such things, however, the 
love which has become infatuation to 
one is often still love to the other. 


CONFLICT IN READJUSTMENT 


Divorce inevitably gives rise to prob- 
lems of sexual adjustment. Even 
though there was sexual conflict in mar- 
riage, it is seldom that such conflict 
prevented all sex expression. The 
tendency is to resort to sexual irregu- 
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larity of one kind or another. Not” 
uncommonly, at first the individual `’ 


gives way to a reckless abandon, as 
though to get even with the mate who 
has betrayed him. ` 


Sexual irregularity, however, is sel- ' 


dom a satisfactory solution of the need 
for sex expression. Even when there 
have been illicit sexual contacts during 
the period of marriage, it is not so easy 
to go against the sex mores of the group 
and be content with this sort of sexual 
life. During marriage, the individual 
could always shift the responsibilities 
for his irregular sex behavior to his 
marriage partner; following divorce, he 
can blame only himself. The result is 
that ordinarily the only satisfactory 
solutions are found either in remarriage 
or in some form of substitution or 
sublimation. 

The mental tensions arising out of 
sexual irregularity are, of course, of 
various sorts. If a man’s relations are 
with prostitutes, there is always the 
fear of disease and the feeling of deg- 
radation for having stooped so low. 
At first this latter feeling is not always 
an impediment, since the individual 
sometimes wishes to degrade himself 
for the sadistic pleasure he gains 
thereby. Revulsion tends to set in 
later, inclining the individual to seek 
other outlets. Relations with women 
who themselves are seeking sex expres- 
sion give rise to mental conflict for fear 
that the individual may become preg- 
nant and assert her legal claim upon 
him for support of her child. 

For the woman, on the other hand, 
there is always the danger of pregnancy 
as well as that of contracting a venereal 
infection. Furthermore, her sexual na- 
ture is probably more diffused than that 
of the male and does not find as satis- 
factory expression in experiences which 
are largely upon a physiological basis. 

Another form of tension is that which 
develops as the result of breakdown in 


ey 
woos 


Po 


:, habituation. Marriage inevitably de- 
. velops a wide range of habits involving 
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division of labor and reciprocal re- 
sponses. The extent to which one’s 
psychological economy is based upon 
these habitual reactions which con- 
stitute a large part of marriage relations 
is generally unappreciated until they 
have been interrupted. Unless there 
has been a gradual individualization of 
conduct prior to divorce, the individual 
tends to find himself suddenly faced 
with the necessity of reorganizing his 
behavior in many ways. The problem 
of reorganization tends to be ag- 
gravated by the distortion of percep- 
tion which develops out of his feeling of 
depression and inadequacy. 


EMOTIONAL DEPENDENCY HINDERING 
READJUSTMENT 


Closely related to habituation is the 
emotional dependency which develops 
in married life. Not infrequently, 
especially where there is personality 
disorganization, one individual is highly 
dependent emotionally upon the other. 
Ordinarily, of course, this individual is 
not the one to seek a divorce, and hence 
it is he who suffers most. In some 
cases, for example, the individual was 
emotionally dependent upon a parent 
asachild. In marriage he transfers his 
dependency to his marriage partner. 
Divorce leaves him without any one to 
whom he can transfer this dependency, 
unless there are children. Even in this 
case, the transference is likely to be 
temporary and to give rise to conflict as 
the child grows older and makes other 
contacts. 

In other situations emotional de- 


pendency finds expression in the ten- ` 


dency for one person to take parental 
attitudes toward the other. This tend- 
ency to shield the other and constantly 
to look out for his welfare may become 
so strong and result in so much pleasure 
to the individual that the loss of the 
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marriage partner as the focus of his 
attentions creates a severe strain upon 
the personality. 

The importance of emotional de- 
pendency in producing tensions and 
stress following divorce is, of course, 
aggravated in modern life where pre- 
mium is placed upon the response 
phases of marriage relations. This 
emphasis upon response as the basis of 
marriage facilitates the development of 
a high state of rapport in which every 
aspect of family relations is interlocked 
with every other aspect. In the early 
days of marriage, anything which 
threatens to disrupt this identification 
between the whole of the personalities 
of the two individuals is assiduously 
avoided because of its symbolical 
meaning. This tendency toward ideal- 
ization often continues for one person 
even up to the granting of the divorce. 
Thereafter, the individual finds himself 
like a ship at sea in which the motor 
has been damaged beyond repair. If 
his problem were merely that of build- 
ing up new habits, or of exercising any 
kind of rational control, readjustment 
would not be difficult. Trouble arises, 
however, because of the highly emo- 
tional basis of the tensions, which 
refuse to yield to conscious control. 

Other factors in the strength of emo- 
tional dependency are whether or not 
the marriage is the first, and the age at 
which it was contracted. First mar- 
riages and those having their roots in 
the transition period between adoles- 
cence and adulthood have a way of 
going deeply into the emotional sub- 
soil. Divorce leaves the individual 
highly disorganized, with little recourse 
other than to repress his emotions, only 
to have them reappear in disguise. 


UNCERTAINTY IN SOCIAL 
RELATIONSHIPS 


Divorce also tends to introduce cer- 
tain ambiguities into one’s social 
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relationships. For the woman there is 
the problem of economic support which 
her husband has previously taken care 
of. Not infrequently the wife has had 
neither experience nor training which 
can be turned to account. She be- 
comes dependent, therefore, upon 
alimony and the assistance of her rela- 
tives; or else she is compelled to lower 
. her standard of living. She may even 
be harassed with the difficulties of 
finding any sort of work to do. The 
necessity of becoming self-supporting, 
the adjustment to which is normally 
made in the late teens and early twen- 
ties when the individual is more plastic, 
has been delayed by marriage, only, to 
reappear when the person is less able to 
meet it. f ae 
Furthermore, one does not know ho 
one’s friends will react toward him. 
Even though the taboo against divorce 
and the divorcee has quite thoroughly 
disintegrated (as it has not in many 
groups), there is always the problem of 
whether or not one’s friends will take 
sides in the controversy leading to 
divorce. Any reticence on the part of 
a friend, even though it arises only out 
of solicitude and fear of saying some- 


thing which might embarrass the other, - 


is interpreted as showing censorship 
` and alienation. Undue solicitude, on 
the other hand, is quite as objection- 
able, since it suggests condescension 
and is a blow to one’s pride. What the 
divorcee wants is to be treated as he has 
always been, when to do so is almost 
impossible, since all relations between 
the two persons have always included 
to some extent the marriage partner. 

` Where the taboo against divorce 
still holds, of course, this natural 
ambiguity in social relationships is 
aggravated. Not infrequently the 
individual feels that his only recourse 
is to make new contacts, leaving behind 
- old friendships as a part of the mar- 
Tiage situation from which he wishes 
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to escape. Self-reproach, resentment, 
disillusionment, and feelings of be- 
trayal are accentuated because of this 
tendency to break the larger web of 
social relationships. 

Jealousy also plays a part in the 
problem of readjustment, especially in 
the case of the woman who has not 
wanted a divorce. The greatest strain, 
however, does not come until the ex- 
husband marries or seems about.to do 
so. The divorced wife feels her pride 
hurt that another woman can replace 
her and perhaps hold him longer than 
she was able to. 


REMARRIAGE AND READJIUSTMENT 


Remarriage is, of course, both a part 
and ‘the aftermath of readjustment 
to divorce. Here, however, one is 
concerned with remarriage as a phase 
of readjustment. Not infrequently it 
seems the only solution, and yet in 
other cases it leads only to complica- 
tions. Where the individual has be- 
come wholly emancipated from his 
previous marriage so that remarriage 
means no more than the obtainment of 
satisfactions which are lacking in single 
life, a second venture into matrimony 
may lead to a more harmonious inte- 
gration of personality. But how can 
one know when he has achieved such a 
high degree of emancipation? 

What not infrequently happens in 
remarriage is that the individual finds 
himself making unfavorable compari- 
sons between the new alliance and the 
old. Idealization of the past helps to 
erase much of the disappointment in 
the first marriage and to make of it a 
trying standard for comparisons. And: 
though the individual may enjoy his 
contacts with his new marriage partner, 
he may still unconsciously wish for the 
old and feel that he is somehow betray- - 
ing a love which is more real than the 
present one. In fact this ambivalence 
of attitudes is all the more trying where 
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there is little to find fault with in the 
new alliance. ‘ If there were only op- 
portunities which provided some sem- 


blance of justification for attitudes of — 


hatred, these would provide outlets for 
the conflict and at the same time allow 
the individual to chastise himself. 

Again, where the taboo against di- 
voree is quite strong, the individual 
finds it difficult if not impossible to 
forget that he has been divorced and 
has remarried. The result is that his 
attitude toward his remarriage is al- 
ways an apologetic one in spite of the 
fact that he finds it quite satisfactory. 
The person tends, accordingly, to keep 
aflame the resentment and the bitter- 
ness which were the aftermath of the 
termination of the earlier marriage,.as a 
protection against any feeling of self- 
inculpation at having gone against the 
taboos of the group. His apologetic 
attitude itself indicates some lack of 
adjustment in remarriage. 

Furthermore, if there were children 
by the first marriage, this tends to 
complicate the picture. Especially if 
the child happens to be of the opposite 
sex and to look like the divorced par- 
ent,.the person may be much more fond 
of him than of children by the second 
marriage. The result is often a feeling 
that in his fondness for this child, he is 
being unfaithful to the present mar- 
riage. The individual may attempt to 
reassure himself and to prove his fidel- 
ity by mistreating the child, only to 
find that he has aggravated the situa- 
tion by adding self-reproach for his 
parental negligence. 

Children by the former marriage may 
further complicate the picture by 
causing the parent to doubt how well 
satisfied they are. Even though the 
child seems well adjusted to the foster 
parent, there is always the possibility 
of inner tensions. Furthermore, as the 
child becomes older, either as the result 
of contacts with his own absent parent 
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or as a reflection of the attitudes of 
those with whom he is in contact, he 
may regret that his parents ever were 
divorced. Fear of this situation is 
perhaps the reason why parents so 
often try to build up attitudes of hatred 
in their children toward their former 
marriage partners, since this is the only 
insurance they have against possible 
tension in the future. 


READJUSTMENT OF CHILDREN 


Divorce, however, not infrequently 
requires readjustment on the part of 
children as well as on the part of the 
parents. Unless the child is very 
young at the time of separation, con- 
siderable mental conflict tends to arise 
out of the fact that contacts with one 
parent are relatively infrequent. If 
this parent happens to be the favorite, 
the conflict is all the more severe. But 
whether the favorite or not, contacts 
are usually under the most favorable 
circumstances, and thus tend to in- 


‘crease the child’s affection for the 


absent parent. 

Furthermore, in neighborhood con- 
tacts the child whose parents are 
divorced often feels himself inferior to 
his playmates, since they have two 
parents whereas he really has but one. 
He gets the idea, therefore, that his 
parents were somehow less capable 
than those of his friends and play- 
mates, otherwise how did it happen 
that they were less successful in meet- 
ing the problems of marriage? 

Further difficulties in personality 
adjustment develop out of the fact that 
parental contacts are chiefly of one sex. 
The daughter is handicapped by having 
no one to confide in during the trying 
experiences of puberty if the absent 
parent is her mother. The son whose 
father is gone finds himself surrounded 
by feminine patterns, with little or no 
opportunity for developing a masculine 
role. 
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When the parent with whom the 
child lives has remarried, conflict often 
develops between the foster parent and 
the child. The child not infrequently 
resents the presence of the foster parent 
-în the home. He may even blame his 
own parent for the situation, thus lead- 
ing to estrangement between the child 
and both the principals to the second 
marriage. 

Divorce also not infrequently leads 
the child to take a skeptical attitude 
toward marriage. This skepticism, 
however, comes into conflict with the 
natural tendency to seek contacts with 
the opposite sex and to wish to marry. 
The result is that the individual tends 
to enter marriage in a highly skeptical 
frame of mind, only to find all that he 
has feared. Thus divorce is passed on 
from one generation to the next. 

‘Not always, however, does divorce 
lead to disorganization of the child. 
Where remarriage occurs relatively 
early, so that the child is hardly aware 
that the foster parent is other than his 
own parent, the child may be quite as 
well adjusted in the family as he would 
have been had his parents never been 
divorced. What are the features mak- 
ing for successful adjustment in one 


case and unsuccessful in another are 
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notentirely clear exceptin a general way. 


_ Much the same thing may be said about 


readjustment of the individual after 
divorce. Thus the foregoing analysis 
may be said to consist of a restatement 
of the problem for further research. 
Future research in readjustment 
after divorce accordingly will keep in 
mind that the fundamental problem 
under consideration is that of personal- 
ity development. Divorce is but one 
of the many crises in life which call for 
readjustment. The form which read- 
justment takes following any crisis 
depends upon two sets of factors: certain 
circumstances and conditions at the 
time of and following the crisis, and the 
background of personality develop- 
ment. Of these two sets, the latter is 
perhaps the more important, since the 
devices which have been used in the 
past in readjustment to crises will tend 


` to function in the new situation. If _ 


these mechanisms are such as to facili- ` 
tate adjustment, the situation is effec- 
tively and expeditiously solved. If, 
on the other hand, the personality does 
not show a high degree of integration, . 
the individual is likely to be highly 
disorganized by divorce and to have 
considerable difficulty in finding any 


-solution for his mental conflict. 
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Parent Education and the Colleges 


By Heres Merrett Lyno 


DECADE or more ago there would 
have been something rather bi- 
zarre about mentioning education for 
parenthood in connection with the 
American college. Herbert Spencer 
commented that a man from Mars 
viewing the educational system of Eng- 
land in the late nineteenth century 
would assume that it aimed to produce 
a nation of celibates. Until very re- 
cently, if not at present, an observer of 
our liberal arts colleges might have 
concluded that they sought to produce 
not only celibates but emotionally 
anzmic individuals—and no mention of 
_ other than intellectual offspring ever 

‘penetrated the curriculum. 

The steps by which this situation is 
being somewhat altered illustrate the 
process of cultural diffusion in from 
the periphery. At the fringe of the 
orthodox educational system, in a 
region where there were no established 
practices, no vested interests in text- 
books and subject matter, and no 
teachers with professional training and 
prestige to be maintained, there grew 
up the nursery school movement and, 
in its wake, adult parent education. 
At first completely on the margin of 
established educational procedure, the 
latter gradually, and in attenuated 
form, came into certain universities 
through the back door of Home 
Economics—again a region so profes- 
sionally unorthodox that it had fewer 
barricades than others against innova- 
tion. But it was not until the philos- 
ophy of parent education had itself 
undergone modification that it began 
to be considered as possibly relevant to 
a “liberal arts” program. 


UNDERLYING ASSUMPTIONS OF 
COLLEGE EDUCATION 


Before examining these develop- 
ments we may briefly consider the point 
of view which any suggestion of educa- 
tion for parenthood meets in the col- 
leges. Certain assumptions of long 
standing underlie the kind of college 
education dominant today: that what 
we call the “educational process” can 
best develop individuals by concentrat- 
ing on training their minds; that this 
training can best be effected by their 
being taught certain facts and skills, 
the facts as widely representative as 
possible of knowledge accumulated in 
the past, and the skills primarily those 
necessary for the accumulation of more 
facts; that this training should result in 
the production of adults with “trained 
minds”; that a trained mind is the best 
equipment for any possible future, 
since the training acquired in a study of 
Keats or Alfred Marshall can be trans- 
ferred to any other field, from parent- 
hood to engineering. 

No one of these assumptions remains 
unshaken at the present time. Both 
the truth and the adequacy of each one 
are being widely questioned. But 
it still may be a far cry from such 
criticism to the recognition that the 
kinds of problems and methods in- 
volved in education for parenthood 
have any place in collegiate education. 

Parent education, also, in its early 
days was largely concerned with im- 
parting certain facts and skills—in the 
main, those dealing with the physical 
care of children. From this pre- 
occupation with questions of eating, 
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sleeping, elimination, diet, and cloth- 
ing, it has éxpanded to include other 
than physical factors in the study of 
“the whole child” and latterly of the 
whole home environment. 

But with this expansion an anomaly 
has appeared, fundamental to the 
whole effort toward parent education, 
and far-reaching in its implications 
for all educational practice. Nursery 
school teachers, psychiatrists, and 
others concerned with the development 
of children, however much they may 
differ on other matters, agree that the 
whole atmosphere of the home is far 
more important for the well-being of 
children than any specific of child care. 
Diet lists, advice on clothing, and even 
on temper tantrums, negativism, and 
adolescent adjustment, may be pro- 
cured from competent experts. For all 
these things, the main subject matter 
of parent education to date, there may 
be parental surrogates. But in the 
home there are no substitutes for creat- 
ing a tranquil environment. In such 
subtle matters as this, leaders have 
become increasingly convinced that 
telling parents what to do may not 
bring results—that instructing people 
in how to create a desirable home 
atmosphere for children may become a 
_ Yather futile procedure. Asonemother 
put it, “I try to do just what you say. 
But I am just a nervous wreck trying to 
be calm!” Because of these difficul- 
ties, parent education has perhaps been 
least successful in those aspects which 
its own leaders regard as of primary 
importance.’ And with good reason. 


Precerts Do Nor ALTER 
PERSONALITY 
“Security is one thing you must give 
your children at all costs,” say the 
teachers of parent education. But 
what profits it to say this to a father 
playing the frantic blind man’s buff of 
professional advancement upon which 
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he feels that his status depends, or 
seeking uncertainly to discover the 
undefined rôle of a husband in a modern 
marriage in which many of the earlier 
satisfactions of prestige and dominance 
no longer exist? What advantage to 
say it to a mother who has never recon- 
ciled her picture of a successful husband 
with reality, or who is fumbling to find 
her own réle in a world where a 
woman’s path no longer runs straight 
from a childhood of sampler-making 
through a marriage of self-justifying 
activities of wifehood and motherhood, 
but at every step reveals, instead of the 
earlier unequivocal social sanctions, a 
multitude of possible choices? Why 
say it to two people who are themselves 
uneasy from lack of sexual or person- 
ality adjustment in marriage, or whose 
values waver in a world where God is 
no longer in His Heaven and the very 
stars wander? 

“A child’s development is a con- 
stant process of weaning from one stage 
to the next. At each period he must 
have the freedom essential for his emo- 
tional needs. Do not be emotionally 
dependent upon your children!” say 
the wise ones. But men and women 
cannot, simply by taking thought, add 
a cubit to their emotional statures. 
Parents who have married blindly 
under the drive of unsatisfied infantile 
needs (a thwarted or a too demanding 
emotional life, a feeling of inferiority, 
an unsolved personal conflict between 
the desire for freedom and the desire 
for security) cannot by attempting to 
follow instructions become free men 
and women. Neither marriage nor 
childbearing can in itself solve person- 
ality problems. 

Making discipline an impersonal 
matter, eliminating any feeling of guilt 
on the part of the child, having the 
home a place of developing independent 
judgment rather than of autocracy, 
making the child feel that no act of his 
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can ever be‘an emotional threat to his 
parents—all such things are the prod- 
ucts of emotionally mature parents. 
They are such rare achievements, in- 
deed, that a crusader like John B. 
Watson gives up in despair and says 
that it is easier to abolish the home 
than to change parents. And yet it is 
precisely this difficult task that parent 
education must attempt to achieve. 

So we might continue with other 
essentials which undercut specific de- 
tails of child care. “A child should 
have the experience of finding satisfac- 
tion in creative work irrespective of 
adult approval.” But he is unlikely to 
find this in a home with parents who 
have themselves never got beyond the 
_ Stage of finding satisfaction for work 
done, chiefly in the approbation of par- 
ents or parent substitutes. “A child 
should educate himself through play 
and the joy of spontaneous activity.” 
But does this occur with parents who 
have never discovered for themselves 
any alternatives to bridge and golf, 
who do not know what sorts of leisure 
or play outlets may give them the 
greatest emotional release? 


EDUCATION as PERSONALITY 
DEVELOPMENT 


I£, then, the attempt to instruct par- 
ents in goals and techniques of child 
rearing’ misses those goals which the 
teachers themselves regard as most 
important, what can be done? In the 
first place, it would seem that parent 
education must be extended from the 
education of adults whose habits are 
already relatively fixed, to pre-parental 
education. The effort to introduce 
some form of parent education into 
colleges, and even into high schools, 
indicates a recognition of the need for 
this shift. In the second place, there 
would seem to be need for an education 
_ which concentrates on learning rather 

than on teaching, on building up certain 
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habitual ways of acting rather than on 
telling what should be done in certain 
situations. Let us see what parent 
education in terms of learning might 
include. 

Since the chief thing that parents 
can give their children, without which 
all else may prove meaningless, is 
themselves as individuals making a 
happy home, the first concern of parent 
education must be the development of 
those individuals. Just as child study 
which deals with any aspect of the 
child’s personality rather than with the 
personality as a whole is now regarded 
as inadequate, so parent education 
which stresses only an intelligent han- 
dling of problems of child care or any- 
thing else rather than the development 
of “the whole parent,” must be con- 
sidered a rather emasculated second 
best. Nothing less than an education 
which aims at the richest development 
of the individual is adequate. 

This would presumably involve, first 
of all, a direct approach by each stu- 
dent to an understanding of his own 
personality needs, stresses, and apti- 
tudes. Such a direct facing of prob- 
lems does not by any means imply an 
over-introspective, pulse-holding hypo- 
chondria. Indeed, to be effective it 
would require a large degree of objec- 
tivity; but it would mean seeking a 
clear understanding of those factors 
which are going to be more important 
to one’s children than any knowledge 
and techniques of child care that one 
may acquire. 


A Woman’s NEEDS 


For a woman, for example, this 
would include an understanding of her 
own physiological needs: objectifying 
the experiences of possible strain in- 
volved in menstruation, sexual ten- 
sions in adolescence, adjustment in 
marriage, pregnancy, lactation, caring 
for young children, and ways in which 
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her personal idiosyncrasies. may affect 
all of these; the discovery of her own 
best health habits; ways in which her 
special physiological balance may 
affect her adjustment to husband 
and children, other persons, and her 
work, 
Likewise, the student would attempt 
to gain insight into her psychological 
needs: the emotional patterns of her 
childhood and the way they may be 
merged into more mature habits; the 
extent to which she seems to find 
‘satisfaction in people or in things; her 
- desire for new experience versus secu- 
rity; her impulse to follow or to lead; 
ways in which she may achieve a 
genuine independence, neither leaning 
constantly on others nor immunizing 
herself in an over-cautious way from 
caring for other people; her own ideal 
for herself and the way it may be 
‘reconciled with actualities; her ideal of 
her husband, its sources, its self-con- 
tradictions, and its relations to other 


wants; recognition of the relation’ 


between her personality and sex needs 

and the kind of satisfaction each re- 

quires; the way in which any of her 

` special traits may affect her relation to 
her husband and her children; an un- 
derstanding of the way she herself gets 
on with the older generation, as a clue 
to the adjustments she must make to 
the younger. She can attempt to ap- 
praise objectively her attitude toward 
marriage: her demand for security and 
permanence as opposed to flexibility; 
for concentration on one individual 
versus maintenance of a variety of rela- 
tionships; for an intensive sharing of 

‘interests or having predominantly in- 
dependent pursuits. 

This direct approach to the needs of 
the future wife and mother would also 
include an understanding of herself as 
an individual in her own cultural 
setting: the relation of her own emo- 
tional drives to the various kinds: of 
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alternatives which may be’ open to her 


.in this changing cultural situation; the 


kinds of professional work she may do 
and the possibilities and the hazards of 
each; the varieties of marital and extra- 
marital patterns possible for her, and 
their implications; the common hurdles 
which every marriage must meet; the 
relation between profession and mar- 
riage and how it may affect child rear- 
ing; the hurdles a child must meet in 
growing up in contemporary America; 
the alternate kinds of life possible on 
various economic levels; the relation 
between her conception of what she 
would like and the possibilities of 
achieving it as far as they are pre- 
dictable. The job of being a woman 
and a wife amid the strains of a business 
culture demands an imaginative insight 
and awareness of another’s problems 
which it is well to recognize and prepare 
for—a realization that men are not just 
“that way” in their moods but are that 
way under competitive pressure. 
Finally, an educational experience of 
this sort should help a woman to find 
valid sources for a scheme of values 
which is her own. If she has tradi- 
tional values held with such emotion or 
prejudice that she regards them as not 
open to discussion, she should learn to 
examine them in the light of wider and 
more flexible experience. Or she may 
find that she is in the modern stream of 
lack of strong conviction on any sub- 
ject, and may want to discover, through 
æsthetic or other experience, how she 
may find some integration and focus of 
energy. Or again, she may be cherish- 
ing fantastic values and her need is to 
reconcile them with actual possibilities. 
Whatever her background, some inte- 
gration of experience-in terms of values 
which can sustain and direct her ener- 
gies is undoubtedly part of her search. 
The above is, of course, only a tenta- 
tive suggestion of some of the things 
that might be included in the attempt 
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of a woman to gain insight into herself 
in relation to her world. The same 
necessity for understanding of oneself 
as a basis for parenthood would apply 
tomen. The specific questions studied 
would be different; and the relative 
emphasis would vary not only between 
men and women but also among 
individuals. 


SATISFACTION IN EXTERNAL 
EXPERIENCE 


But, as stated, such an approach to 
parent education may seem almost 
ridiculously egocentric and in danger 
of laying an exaggerated emphasis on 
“problems.” It cannot take place in a 
vacuum or in a world of mirrors in 
which one sees only one’s own image. 
Important—indispensable—as is the 
effort to “know thyself” for any one 
who would be an adequate parent, a no 
less essential part of. education for 
parenthood is the losing of oneself in 
experience wholly external, which bears 
no immediate relation to one’s personal 
problems. It is not the particular con- 
tent of the experience which is of chief 
importance. It may be interior deco- 
rating or study of consumption habits 
or some other aspect of homemaking. 
But for other individuals, equally valid 
training for parenthood may lie in the 
study of community government, or 
musical theory, or physics, or arche- 


ology. 


The subject matter may vary in 


social significance, but it is not that 
which counts most. The essential 
thing is that somewhere, in something, 
every prospective parent shall find 
some work in which he can lose him- 
- self, in which he is master of some craft 
or skill, in which he can find the emo- 
tional] satisfaction of successful achieve- 
ment—some area where, irrespective of 
other people, he is himself happy and at 
home. Some such focus should pre- 
sumably develop into a dominant 
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vocational interest. Others may be- 
come centers of leisure pursuits. The 
essential thing is the feeling of compe- 
tence, the emotional release, the satis- 
faction which no one can take from 
him, an achievement and enjoyment 
which he has on his own terms. 

The best preparation for parenthood, 
whatever form it takes and whatever 
else it includes, would seem, then, to 
have at least these two aspects: the 
direct approach through an appraisal 
of oneself, and an oblique approach 
through an impersonal subject matter. 
In other words, education for parent-. 
hood should help the individual to sur- 
mount the contemporary illiteracies of 
person-to-person relations, of mate- 
finding, of job-finding, and of rich 
enjoyment of leisure. 


CHANGING CONCEPTION OF EDUCATION 


But why call this parent education? 
It might be called mental hygiene; for 
it is precisely the aim of psychiatrists or 
other teachers of mental hygiene in 
developing a healthy personality. Or 
it might be called simply education; for 
some such emphasis is beginning to 
appear in elementary and secondary 
school programs and is suggested by 
many of the critics of our present col- 
legiate education mentioned above. 

What modifications of American col- 
legiate education are being suggested 
which would seem to point toward 
some such conception of education as 
has been outlined? In the first place, 
there is beginning to be some recogni- 
tion of the fact that education solely or 
dominantly intellectual in emphasis, 
leaving out of consideration all emo- 
tional and other aspects of personality, 
may be as inadequate for a teacher, a 
lawyer, a business executive, or a bond 
salesman as for a parent. That this 
recognition is still far from general ap- 
pears in such facts as that President 
Meiklejohn has said that “the college 
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is a place not of the body, nor of the 
_ Spirit, nor even of the will; it is, first of 
all, a place of the mind”; and that an 
educator making a survey of collegiate 
education with a view to founding a 
progressive college for women, entitled 
the results of her exploration “A Cur- 
riculum to Build a Mental World.” 
Nevertheless, there is increasing recog- 
nition that, in so far as both seek the 
most complete unfolding of the in- 
dividual, the aims of mental hygiene 
„and of education are identical, even 
though this recognition frequently 
‘appears only in the form of a stray 
psychiatrist on the campus, a special 
vocational bureau, or an odd course or 
two definitely related to individual 
interests. 

But would a reorientation in terms of 
personality development be possible in 
a system so deeply committed to pass- 
ing on a knowledge of the past as a 
basis for education? Part of the 
answer may lie in the fact that, as a 
second modification of current col- 
legiate practice, there is a growing 
feeling that acquiring knowledge of the 
past experience of mankind is inade- 
quate training for an unknown and 
largely unpredictable future. In the 
past, education has laid its emphasis 
on things of permanence and stability; 
if not “underneath are the everlasting 
arms,” at least “until death do us 
part,” economic verities, and the laws 
of Euclid. But the one thing we can 
know about the institutional world in 
which. the new generation will find 
itself is that it will wear a very different 
aspect from that of today. Hitherto 
the college has educated people in a 
knowledge of the past, in the belief that 
it will have some relevancy for the 
future. Now it is beginning to recog- 
nize that too much immersion in 
possibly outworn patterns, far from 
being a help, may actually hinder 
adaptation to a changing world. 
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As Whitehead has put it: 


. The whole of this tradition [from the age 
of Plato to the end of the last century] is 
warped by the vicious assumption that 
each generation will live substantially amid 
the conditions governing the lives of its . 
fathers and will transmit those conditions 
to mould with equal force the lives of its 
children. We are living in the first, period 
of human history for which this assumption 
is false. . . . In the past the time-span of 
important change was considerably longer 
than that of a single human life... . But 
today this time-span is considerably shorter 
than that of human life, and accordingly 
our training must prepare individuals to 
face a novelty of conditions. 


But in the third place, if education ` 
must expand to include the rather over- 
whelming task of educating the whole 
personality rather than the intellect 
alone, and educating for an unknown 
rather than an anticipated future, 
there would seem to be no alternative | 
to using the experience of the present 
as a medium of education. Here again 
the trend of education would seem to be 
approaching the kind of procedure sug- 
gested for parent education. Perhaps 
the major cleft in educational practice 
today is between the teaching of lessons 
in traditional schools and the providing 
of opportunities for learning in realistic 
situations, which is found in nursery 
schools and some of the so-called 
“progressive” elementary schools. 
The latter procedure is just beginning 


‘to touch higher education. 


REALITY IN EDUCATION 


What is “real” experience for a col- 
lege student? There is probably not a 
woman’s college in the country that is 
not concerned with the “week-end 
problem.” The dean of one of the 
leading Eastern colleges has said that 
the aim of every college girl is to make. 
two week-ends meet. The college 
aims to save her energy for its main 
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pursuit, the intellectual life—a life 
mediated to her largely by a group of 
celibate women who are permanently 
apart from the life which is most real to 
her at the moment. Almost inevitably 
an air of unreality is imparted to her 
college work. The premium on the 
not-too-intellectual girl among the men 
she. meets emphasizes the conflict. By 
this sort of dual existence she is not 
only building up habits of lack of con- 
centration, bifurcated personality, and 
so on, but is trying to work out her 
emotional problems without guidance, 
and losing all opportunity of having her 
real experiences serve as a medium of 
her education. 

Dorothy Canfield Fisher deplores the 
fact that girls of today, instead of en- 
tering into and making their own the 
realms of literature and science and art 
which have been opened to them 
through higher education, have simply 
substituted bridge and clothes for the 
Victorian pursuits of housework and 
embroidery. But is not the girl of 
today using bridge and clothes in pre- 
cisely the same way that the Victorian 
used embroidery and housework—to 
find and attract a mate? And can it 
be denied that this for her is as im- 
portant a pursuit (requiring the best 
she has and the best that education 
may give her) as any experience of the 
inherited wealth of the past? 

The development of emotional ma- 
turity, spoken of above as one of the 
chief essentials for parenthood, is said 
by psychiatrists to demand, among 
other things, the ability to see situa- 
tions in terms of their realities rather 
than of infantile symbolisms and needs, 
and to make choices freely in terms of 
these realities. If this be so, must not 
the educational experience of a student 
take it into account by helping him to 
analyze and face the actual situations 
in which he is living. Much of our 
education has tended to furnish a 
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retreat or escape from reality rather 
than an active help in living in the 
midst of it. 

None of the above, of course, implies 
any lack of recognition that Simon- 
pure intellectual interests may form a 
large part of a student’s most vivid 
experience in his college years. The 
only suggestion here is that develop- 
ment of the mind will itself proceed 
more fruitfully if related to other as- 
pects of the personality, and that the 
delights of exploring knowledge will 
flower more richly if they can come as 
a part of, rather than set over against, 
other experience. 


INDIVIDUAL EMPHASIS 


Such a view of education may seem 
to lay an impossible burden upon the 
curriculum-maker. And it does. A 
fourth point at which collegiate educa- 
tion is approaching the needs of parent 
education is in its. concern not with 
curricula for groups of students, but 
with individuals. Every person is 
born with a special organization of 
biological propensities. These are mal- 
leable and can take on an almost 
infinite variety of forms. But amid 
the strains and stresses of an adult 
environment peculiar to him alone, 
they early assume a highly individual- 
ized pattern. Every new experience 
which comes to him, being incorporated 
with these earlier habits, stamps more 
deeply the uniqueness of his particular 
personality integration. Whatever 
elements they may have in common 
with others, his mental and emotional 
organization, his experiences past and 
present, and his glimpses into a prob- 
lematic future are his alone. 

What Sidney Webb has said of gov- 
ernment in the twentieth century ap- 
plies still more to education: 

[Up to the present it] has reminded us 
rather of the crude and clumsy proceedings 
of an army of occupation than of any fine 
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adjustment of services to needs. . . . But 
the wholesale method of supplying human 
needs is very far from ensuring accurate 
adjustment. . . . The normal human be- 
ing is a mere abstraction, who does not 
exist. . . . So varied is our individuality 
that whatever is handed out to all alike 
must necessarily fail to meet our require- 
ments with any exactness. . . . By far the 
most important business of the twentieth 
century . . . must be to provide not only 
for minorities, but even for quite small 
minorities, and actually for individuals. 
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We are no longer content with the army 
contractors’ standard sizes. 


` Thus it appears that if we conceive a 

parent education adequate to the needs | 
of parents it becomes an education 

essential not only for parents but for 

any kind of pursuit and for every in- 

dividual. And, conversely, if we have 

an adequate collegiate and pre-collegi- 

ate education, there will -be no need 

for parent education. i 
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Education of Children for Family Life 


By SIDONIE Marsner GRUENBERG and BENJAMIN C. GRUENBERG 


O RAISE the question of educating 

children for family living is to 
accept at once that turmoil of change 
out of which have come the distinctive 
problems of the present-day home. In 
a static culture the family perpetuates 
its customs and its lore automatically. 
, Through what the children see and hear 
all around them from earliest infancy, 
through their participation in the 
rituals and the labors of daily existence, 
through the common routines of which 
they become a part, they absorb the 
ways, the attitudes and ideals, the 
techniques and the values that make 
up family life. 

Our culture today is anything but 
static; and the family in particular has 
been subjected to a variety of influ- 
ences which break into the cycle of 
processes that normally reproduce the 
traditional pattern. With the shifting 
of populations—geographically, voca- 
tionally, socially, and economically— 
we must not only accept a breaking up 
of the old patterns of family life, but we 
must adjust ourselves to the develop- 
ment and the practice of new ones. 


Famity PATTERNS 


The patriarchal family still persists, 
in spite of numberless difficulties, some- 
times inviting admiration and envy for 
its successful performance, but more 
frequently subduing the children or 
driving them from home. At the 
other extreme are the families which, 
though the individuals go their respec- 
tive ways and seem to have hardly 
more in common than the home head- 
quarters, yet manage somehow to carry 
on the semblance of a unified life. 


Among the newer patterns being 
developed, we see the increasing num- 
ber of married couples who intend to 
have no children, where both partners 
are working, and living with a mini- 
mum of household equipment and 
machinery. There is the one-child 
family, with the mother preoccupied 
in a variety of time-consuming activi- 
ties and relegating to others the entire 
care of the child, or with the mother 
working outside and at the same time 
keeping full control; and in both 
types, we find successful development 
of personalities and relationships. 
There is the family in which the father 
is “in the city” most of the time, or 
traveling, appearing at week-ends and 
on holidays as a more or less friendly 
visitor; and still the family develops 
bonds and loyalties that leave nothing 
to bedesired. Yet in other families no 
different in form, the mother hovers 
over the children solicitously, driving 
them toward performances calculated 
to impress the neighbors, and at the 
same time cramping their style. 

There are also important variables 
as to education, as to the length of time 
children remain dependent, and as to 
attitudes toward work, money, sex, and 
civic relations, to say nothing of re- 
ligious differences. 

Whether successful or not, the very 
multiplicity of possible patterns in- 
creases the likelihood that the two part- 
ners to a marriage will bring to the new 
home diverging if not altogether irrec- 
oncilable standards and purposes. In 
an age of science and inquiry, men 
and women who make some claim to 
being guided in their conduct by reason 
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will at Jeast want to know what is 
significant in their pictures of family 
life, and what is irrelevant. 


` 


PossisLe Crorces 


When getting married was taken for 
granted, there were probably many 
doubts and misgivings, but young 
people were neither free to ask ques- 
tions nor very clear as to just what their 
questions were. When there is choice, 
as is presumably the case today, the 
young men and women want to know 
more definitely what there is ahead for 
them. ` 

Today a young couple have con- 
siderable choice regarding their chil- 
dren. They may decide to have no 
children at all; or they may decide on 
an arbitrary number, and on the 
spacing, although there is no choice 
whatever as to sex. Within certain 
limits, a married couple can manage in 
accordance with deliberate decisions; 
whereas in the past, children were liter- 
ally gifts of the gods. This ability to 
make certain choices, however, carries 
with it corresponding responsibilities. 
Society has always expected, of course, 
that parents would do by their children 
the best they could, even when children 
came as free gifts, whether welcome or 
not. Today the fact of choice and the 
realization of responsibility make many 
elements in society increasingly exact- 
ing, so that people are coming to expect 
that a couple will have no children 
unless they are willing to do something 
better than passing well; and thatmeans 
making a deliberate effort to find out 
the what and the how of child caring 
and child rearing. 


NEED ror EDUCATION 


Everyone today is affected by the 
“opportunity to choose what he will do 
about his life in relation to the other 
lives that constitute his family, and 
young people in particular are faced 
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with responsibilities that are literally 
unprecedented. For girls and women,’ 
whose lives in the past have as a rule 
been lived within traditionally ordered 
bounds, the opportunity for choice has 
come as a somewhat puzzling privilege. 
In the old days, their work, both before 
and after marriage, was “cut out for 
them.” : But now the new freedom 
means responsibility for making many 
decisions for which they have as yet no 
adequate guidance. 

The problem is apparently that of 
making available to existing homes, 
or to many of them, those standards , 
and practices, those ideas and ideals 
that our past experience and new 
knowledge indicate to be of value in the 
rearing of children, and specifically in 
educating them for the effective man- 
agement, in their turn, of their personal 
lives and their children. But it is 
impossible to find standardization in 
these matters, since any preparation 
is for an unknown future. The forces 
that have broken up the past cultures 
have not yet spent themselves, and 
the education we seek is to prepare for 
further changes. Moreover, we are 
planning increasingly to meet individual 
needs and individual situations. In 
so far as we accept the principle of 
individual variation in our dealing 
with children, we shall extend it :to 
adult life and expect that any given 
community will always be made up of 
many kinds of family patterns, 

We see around us many young people 
who are making intelligent and discrim- 
inating choices. Many of them are 
pioneering; and like the pioneers of an- 
other day, they are meeting difficulties 
and obstacles, disappointments and 
failures. But many are succeeding 
magnificently; and the contribution of 
all of them is as significant to family 
living today as was the contribution of 
the pioneers who opened up new physi- 
cal frontiers. We shall undoubtedly 
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learn a great deal from such individuals 
, through case studies, and we shall find 
valuable teaching material in such 
concrete experiences, rather than in 
averages and vague generalizations. 


ScuHooL BEGINNINGS 


Children are born into one type of 
culture, but by the time they grow into 
adolescence, the world around them 
has completely changed, and they find 
themselves unprepared for it. For a 
generation or more, society has been 
experimenting with a variety of efforts 
to make up through the schools and 
other agencies the shortcomings of the 
home in educating its children for 
family life. The teaching about food 
and clothing, primarily to girls and 
more recently to boys, represents one 
clearly defined effort to round out the 
increasingly inadequate education sup- 
plied by the home. : 

Because they are less subtle and more 
objective than many other problems 
of home management, nutrition, diet, 
and hygiene have been most conspicu- 
ous in the programs of formal educa- 
tion. This emphasis has also been in 
part due to the fact that a heteroge- 
neous population has been beset with 
the difficulty of adapting strange food 
materials to a traditional mode of 
preparing, cooking, and serving. In 
part, too, much of this kind of teaching 
has been made necessary by the rapid 
development of entirely new knowledge 
and concepts regarding diet and nutri- 
tion, personal and family hygiene, and 
the care of children. 

Later there was added instruction 
in household management, principles 
of interior decoration and clothing, 
economy in buying, budgeting, and 
other matters related to the problems 
of housekeeping. Still later came 
courses on the use of various labor- 
saving devices, safety in the home, 
and other recognitions of the need for 
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direct adaptation to new conditions. 

Like other formal instruction under- 
taken by schools, there has in all this 
been the tendency to transmit to young 
people new knowledge and principles 
in the form of finished doctrine or 
standard practice. It is for this reason 
that, not so many years ago, educated 
women would be perplexed by lectures 
on vitamins, and would ask, “Don’t 
calories count any more?” Here, as 
in other phases of organized education, 
the need is to teach new and tetter 
ways without barring the road to still 
newer and presumably better teachings. 
If we are to have the benefits of 
science, we shall have to avoid dog- 
matism and train for open-mindeaness, 
even in so fundamental a thing as 
homemaking. In the very act of 
teaching, it is necessary to impress upon 
the learner the tentative nature of 
the doctrine, its. probable replacement 
by later knowledge, and the various 
sources of further information. 

Since the beginning of the century 
there have been great advances in the 
quality as well as in the scope of the 
work done by schools in the general 
field included under such designations 
as domestic science, home economics, 
or household arts. There has also been 
an expansion so that larger nurabers 
of children are reached. During the 
War there was aroused widespread in- 
terest in the health of our people, 
and the teaching of hygiene was tre- 
mendously stimulated. The work was 
either organized as special courses, or 
offered in connection with biology, 
physical training, or homemaking. 

Within about ten years there has 
been developed a further interest in 
the possibilities of school instruction 
as an aid to better homemaking. The 
changes that the typical family has 
undergone and the problems that it has 
to meet indicate the elements regarding 
which education is most needed. 
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WHAT MorarrRs Nzxp To Know 


The modern family, for one thing, 
is decidedly ‘smaller than, that of the 
past. This means that for a genera- 
tion and more, children have been 
growing up with relatively few brothers 
and sisters, lacking in the home those 
intimate contacts with a varied assort- 
ment of growing children that served 
in the past as an introduction to human 
nature. As a result, young mothers 
find themselves rather ignorant regard- 
ing babies and children, how to handle 
them, and how to manage them. Nor 
can they learn enough from their ex- 
perience with their first to do a much 
- more effective job with the youngest-— 
the series is not long enough, and the 
conditions of living are unsuited to give 
isolated mothers adequate training. 

Some three hundred mothers who 
were college graduates were asked in 
what subjects or training they felt 
themselves to be most lacking for the 
purposes of successful family living. 
Over 77 per cent expressed the need 
for education in child training. More 
than half called for psychology, which 
probably indicates in part a groping 
after the same thing. Fifteen per cent 
felt the need for additional training in 
education.! 

The schools, and in recent years the 
colleges in growing numbers, have ex- 
tended their household or domestic 
science courses to include more and 
more of psychology and child training, 
and of sociological material on the 
family, its functions, and its special 
problems. New courses have also 
been introduced in general acceptance 
of the idea that homemaking is a vastly 
larger technical task than housekeep- 
ing. Within, a year, courses more 
definitely pointed toward parenthood 

t Lindguist, Ruth, The Family in the Present 


Social Order, pp. 34 ff. University of North 
” Carolina Press, 1931. 
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have been organized in public school . 
systems. In Atlanta, Georgia, a par-_ 
ent education teacher is. being placed 
in each school, and this type of educa- 
tion is considered as essential as any 
other. In South Bend, Indiana, a 
ninth-grade unit is being offered “on 
the baby, preschool child, adolescent 
child and homemaker.” ? 

In 1929 Dr. E. Leona Vincent, psy- 
chologist at the Merrill-Palmer School, 
reported in a study of experiments in 
pre-parental education that there were 
at that time, within less than ten years 
of development, “‘classes in hundreds 
of schools ranging from the sixth grade 
through work of graduate rank in 
colleges and universities in almost 
every state in the Union and inseveral 
territories.” 3 A cursory examination 
of the courses as described in catalogues 
and reports shows a wide range as to 
the critical selection of content and as 
to the types of psychology taught— 
almost everything from the classical 
faculties to the latest speculation on 
configurations. The new direction of 
the major purpose, however, is unani- 
mous and unmistakable. 


Tur CHILD As THE OBJECT or STUDY 


From didactic courses it was natural 
to proceed to practical work, as had 
been. the case with the natural sciences 
and with the various household sub- 
jects. Yet it is barely ten years since 
the Merrill-Palmer School in Detroit 
began to use its nursery school set- 
up as a laboratory for training young 
women. in the care and the understand- 
ing of children. This method is ob- 
viously a great advance over teaching 
how to wash and handle babies through 
the use of dolls. It is gradually being 


2 School Life, Dec., 1981, p. 67. 

3 “Preschool and Parental Education,” The 
Twenty-Eighth Yearbook of the National Society 
for the Study of Education, Ch. XI, Bloomington, 
Ill.: Public School Pub. Co., 1929. 
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adopted in other centers and in second- 
ary schools, so that here and there 
over the country, high-school girls 
in increasing numbers are having the 
opportunity to handle and observe and 
study about real live babies and young 
children. 
- Other important additions to the 
school include many substantial sub- 
ject-matter courses which cover the 
cultivation of routine habits in infancy, 
the place of play in the child’s life, 
social adjustments, acceptance of in- 
dividual differences, and various phases 
of mental hygiene. These efforts to 
translate the findings of research 
workers into usable principles are 
bringing about saner and more flexible 
attitudes toward discipline on the part 
of teachers, as well as on the part of the 
young people who are exposed to such 
instruction. There is also an increas- 
ing assimilation into the instruction 
of basic information about sex and re- 
production, and about the place of the 
emotions in life and in human relations. 
This, then, is the area of understand- 
ing and practical skill in which the 
more intelligent and more self-conscious 
parents are most keenly aware of their 
own deficiencies. It is here, too, that 
the “home” is most frequently re- 
proached with failure. When delin- 
_ quency comes before the social agency, 
or “problem children” before the clinic, 
or marital friction before the court, the 
“home” that produced such personali- 
ties is at once exposed as having failed. 
How can people be endowed with in- 
sight into human nature and with skill 
in managing it? 


ÅTTITUDES AS WELL AS KNOWLEDGE 


It is coming to be generally recog- 
nized among educators that instruc- 
tion, or the transmission of information, 
is not sufficient. Since this develop- 
ment of attitudes is so large a part of 
the problem, it is important to ask who 
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does the teaching, as well as what is 
being taught. Emphasis upon the 
personality of the teacher indicates 
our dependence upon subtler influences 
than correct pedagogical practices 
alone can yield. This means both a 
selection. of teachers who háve them- 
selves had the kinds of background and 
experience that bear favorably on 
attitudes and sentiments related to 
family life, and a management of 
teacher training and teacher service 
that constantly gives a direct contact 
and coöperation with actual homes, 
their problems, their practices, and 
their adjustments. 

However far we may extend the in- 
struction or improve the technique of 
the school, the home remains the most 
vital and continuous influence for de- 
veloping attitudes and values which the 
children carry over to their own home- 
making. The notions which a child 
acquires regarding the place of a mother 
in the home and in the community 
do not come from explicit instruction; 
rarely indeed can they be influenced by 
such instruction. These notions come 
rather from the actual experiences the 
child has with mothers, particularly 
his own. Is she a self-effacing and 
devoted ministrant? Is she a versatile 
and helpful instrument at the com- 
mand of father and children? Is she a 
victim of inconsiderateness and abuse? 
Does she conduct her administrative 
tasks as part of a fuller life, with never 
a suspicion of self-pity? Can she give 
as well as take, in conversation, in 
games, in excursions, perhaps in public 
life? Is she a manager who brings in 
as needed a host of expert services 
without being herself expert at any- 
thing? There are all kinds of mothers; 
and perhaps none can choose exactly 
the kind she would wish to be. But 
each of us carries about a more or less 
sharply defined picture of the ideal 
mother; and that is part of our educa- 
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tion for the kind of family that we shall 
ourselves some day attempt to build. 

One by-product of our highly organ- 

ized, urbanized type of living is the 

, tendency for children and adults to live 

more and more in worlds apart. The 

few adults with whom the young child 


comes in contact—from an occasional ` 


maid or nursery school teacher to his 
tmother—are those who are deliberately 
entering his domain in order to minister 
to his needs and his desires. In a 
single city block one morning, we 
counted twelve adults engaged re- 
spectively in “airing” twelve individ- 
ual children. What picture of the joys 
and satisfactions of parenthood and 
adulthood will carry over into the later 
years of children who have become 
accustomed to this peculiarly exclusive 
kind of care? Ascompared tothe home 
group of the traditional family, it 
leaves much to be desired. But since 
we cannot turn back, we must look 
forward to helping these mothers and 
children to achieve some sense of real- 
ity in their own terms. Nursery 
schools and other agencies have done 
much to make more satisfactory ad- 
justment possible, but what kind of 
person the parent is remains a funda- 
mental factor in the child’s future atti- 
tudes toward a family of his own. 


PROBLEMS or PARENTS 


Can the parent be helped to become 
a better parent? The concrete situa- 
tions and problems regarding which 
‘help is demanded include every aspect 
of individual and community living. 
There ïs the problem of authority, 
which is assumed to be essential for 
maintaining order and which is never- 
theless flouted in the presence of the 
very children we are seeking to “dis- 
cipline.” Whether we like it or not, 
the breakdown of ancient authorities 
in theology and in political life has 
made it increasingly difficult to main- 
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tain parental authority on the old basis. 
This raises a host of questions regarding 
modes of control that yet leave for the 
individual that independence of judg- 
ment and action that is so highly 
valued, at least nominally, in our pres- 
ent-day civilization. 

Dealing with children in the home 
this calls for changed attitudes on the 
part of parents with respect to many of 
the common relationships. Parents 
can no longer insist upon implicit 
obedience as a cardinal virtue or as a 
goal of their training. They have to 
get children to follow their directions 
and guidance, not in terms of the old 
“because I said so,” but in terms of the 
child’s confidence that his interests are 
being well looked after, that the adult 
upon whom he depends is sympathetic 
and reliable, and that he is not being 
abused or exploited to serve the caprice 
or convenience of another. It is in 
large measure the parents that will de- 
termine whether the child comes out a 
cobperative yet critical participant in 
the affairs of his group or his age, or a 
rebellious and hostile enemy, or a 
calculating and ruthless master of men. 


Sex EDUCATION 


The attitudes that children are de- 
veloping toward sex are also largely 
determined by the parents. The de- 
velopment of biological instruction in 
the high schools and the extension of 
nature study in the lower grades have 
made possible increasing amounts of 
matter-of-fact instruction regarding 
reproduction and sex. Schools find it. 
practicable to have children look after 
birds or small mammals in their class- 
rooms and to learn quite casually all the 
essential facts of parenthood on the 
animal level and to accept sex as a 
universal aspect of life. This instruc-’ 
tion has been of great value to parents, 
for while such information is of course 
not an adequate consummation of sex 
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education, it does furnish a necessary l 
foundation for the further discussion 


and the eventual understanding of the 
many questions that arise before ma- 
turity is reached. Indeed, the dis- 
advantage has rather been that parents 
were too readily satisfied that the recog- 
nized difficulties had been solved by 


. way of information. 


ia 


Aside from any explicit information 
or warning or counsel that parents or 
teachers may give, there is the constant 
need for interpretation, and there is 
the persistent influencing of attitudes, 
as toward marriage, toward the mate, 
toward the family, and toward persons. 
Children cannot escape the actual con- 
duct of their parents in the latter’s un- 
conscious yet unconcealed responses to 
the various aspects of sex as these con- 
stantly present themselves. How do 
parents meet the daily references to 
divorce or the causes of divorce? How 
do they laugh or scowl at half-veiled 
allusions to sexual irregularities? How 
do their voices change when a reference 
to sex comes into a conversation? 
Where do they whisper, where are they 
completely silent? It is becoming in- 
creasingly important that parents deal 
more consciously with these matters, 
not because sex is more important than 
ever, but first because. we know better 
than ever before how ubiquitous and 


. pervasive are the sources of confusion 


and perversion, and second, because we 
know how far it is possible through 
education to improve married life 
and mental health. 


Tue Use or Money 


Another important area of adjust- 
ment that is largely under the control 
of the home is that of attitudes toward 
the economic life. Children have been 
growing up for at least a generation, 
in the cities, with badly twisted notions 
regarding the sources, the uses, and the 
values of money. The token of ex- 
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change has become the goal of all effort; 
and the very convenient instrument 
for, facilitating economic processes 
comes to be accepted as master. 

Children have to þe directly intro- 
duced to money and to get direct ex- 
perience in spending, earning, saving, 
and giving, so that they may acquire 
a sense of relationship in every direc- 
tion. The schools have made numer- 
ous efforts to meet the recognized 
needs. They have turned their arith- 
metic into an instrument for solving 
a multitude of problems that arise in 
the management of funds, from two 
pennies to the budgets of a nation. 
They have organized savings banks for 
practice in the routine of the simpler 
banking transactions and in thrift, al- 
though they have tried to teach thrift 
as a “habit” through repeated mo- 
tions, as if it were possible or desirable 
to get such habit. They have done 
excellent work in teaching budget mak- 
ing and the keeping of accounts, both 
in connection with homemaking courses 
and otherwise. Unfortunately, the 
mass of teachers have had no training 
in economic principles, and the con- 
sumer’s point of view, so fundamental 
for the family, has been rarely recog- 
nized outside the specific instruction 
in household marketing. 

It is one thing to learn what one can 
buy for a dollar, and which of the 
many possible purchases is preferable. 
It is quite a different thing to learn 


` what efforts and sacrifices it takes to 


yield a dollar. Neither of these can be 
learned through formal lessons, nor can 
the school supply the needed experience. 

Since the parents control the family’s 
money, they have to give the child an 
opportunity to gain this needed ex- 
perience by using a portion of the in- 
come as an educational instrument in 
the hands of the child. The way in 
which money for this purpose is allotted 
and the attitudes of the parents to 
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money and to the allowance are integral 
parts of this education. Money has 
come so recently into everyday life 
that both teachers and parents find it 
difficult to take an objective view. 
Whatever is done by the school needs 
to be supplemented by the home, 
both through concrete experiences and 
through interpretation and application 
of what is learned more or less formally. 

Parents can also take their older 
children more and more into their con- 
fidence, and have them participate 
more directly in the larger financial 
decisions and in the analysis of con- 
siderations involved. Why can we not 
have a car? Should we try to buy a 
house, or continue to pay rent? What 
is involved in installment buying? 
Is the mortgage the family skeleton, 
or is it a convenience? What is 
insurance? Hundreds of questions re- 
garding which the mass of our popula- 
tion are rather hazy, are frequently 
raised in almost every family, and need 
clarification under conditions that make 
for a more wholesome attitude as well 
as for better understanding. 


Tue HOME As INTERPRETER 


The divergence of family patterns 
and ideals that young people are sure 
to meet brings to their parents the 
further problem of interpreting the 
strange and therefore incomprehensible 
behavior of others. Parents have to 
accept, and help their children to ac- 
cept, the varieties of people and of 
customs as a normal and probably 
permanent part of the world in which 
they are living. They have to be con- 
fident that their own standards are 
worthy of support; but they should not 
be sufficiently confident to condemn 
others merely because the customs and 
ideals of those others are different from 
theirs. As in dealing with children 
and their mistakes, we may condemn 


disapproved deeds, but not the doers; § 


THE ANNALS OF THE ÅMERICAN ACADEMY 


and we need in any case to direct our 
efforts toward understanding even dis- 
approved deeds in terms other than 
“wickedness” or sin. 

Throughout, there is constant need 
for helping boys and girls, even into 
early adulthood, to reconcile the con- 
flicting assumptions, doctrines, desires, 
and practices that make adjustment 
difficult in every human relation. It 
is the continuous, mostly unconscious, 
daily experience in the home and as 
a member of the home that holds 
together like a warp the crossweaving 
of outside events and of exhortation 
and sermonizing of formal teaching and 
deliberately sought information and 
guidance. 


Parents Negev EDUCATION 


Educating children for family living 
thus inevitably raises the question of 
educating parents for family living. 
The successful work of schools in de- 
veloping skills and in transmitting 
new information has to be encouraged 
and extended to reach more boys and 
girls; but it cannot complete the task. 
Moreover, there are the parents who 
have not had even what little might 
have been done for them by the schools. 
There is also the fact that attaining the 
status of parenthood raises problems 
that .could not have been altogether 
anticipated. For these and other rea- 
sons we must expect that the education 
of parents while on the job is to be a 


“continuous part of civilized living, 


incongruous as that may seem from 
the point of view of a stable, uncon- 
scious culture. 

The existing activities in the field 
of parent education already indicate 
both a growing demand for such assist- 
ance and the feasibility of various pro- 
cedures, Aside from printed matter in 
magazines, books, and pamphlets, there 
are lecture courses under a great vari- 
ety of auspices, radio talks, discussion 
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and study groups; college extension 
courses, practical and demonstration 
courses in connection with nursery 
- schools, individual consultations, home 
visitors, and counsel from a variety of 
specialists, 


NEED ror COÖPERATION 


Much of the instruction for parents 
or prospective parents consists of spe- 
cific directions for doing this, or how 
to do this; and the instruction very 
often comes from people who have not 
themselves had direct experience or 
practice in application. 
even where competent physicians or 
nutrition specialists undertake to guide 
parents. The eating of spinach has be- 
come a notoriously difficult task. It is 
easy to recommend that the child be 
made to take a nap in the afternoon; 
. but thousands of parents desperately 

cry out, “How do you do 1t?” In one 
case the distracted parent reported 
that she spent nearly the whole after- 
noon with a three-year-old boy, trying 
to make him go to sleep. When the 
_ child was exhausted and the room 
wrecked, sleep came at last; but it was 
so late that it was soon necessary to 
awaken the child for his supper. 
Another domestic scene shows an 
able-bodied mother in violent conflict 
with an infant, trying to make him 
take the yolk of an egg with the aid 
of a spoon, as recommended by the 
physician. ‘There is yolk all over the 
place, but.none in the child’s mouth. 
The mother, without so much reliance 
upon detailed directions, might have 
known that a yolk stirred into milk 
could slip down without any fuss. In 
_ other situations also, the help proffered 
fails to serve effectively, notwithstand- 
ing the best of intentions on all sides. 
Parents and teachers must realize 
that what is learned in school or camp, 
for example, has to be applied at home 
‘under different circumstances, There 


This is true’ 
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is no complete carrying over. Things 
learned in groups and under controlled 


. conditions, however sound, may not 


always be specifically duplicated in the 
home. Teachers of various techniques 


. in the professions usually recognize this 


and make allowances; but frequently the 
attitude of teachers in the homemaking 
subjects is to disparage the home be- 
cause the latter cannot repeat the per- 
formances with the same precision as is 
attainable under controlled conditions. 

The colleges and institutes in which 
attention has been given to home prob- 
lems are increasingly developing modes 
of codperating with the parents, be- 
ginning usually with the parents of the 
nursery school children. The high 
schools and eventually the lower schools 
will come also to develop coöperation 
with parents in terms of the less tangi- 
ble objectives of education that affect 
home and family life. The effective 
coöperation of the school and the par- 
ents, however, presupposes community 
of ideals and purposes, and also com- 
mon assumptions regarding human 
nature as manifested in children, and: 
the methods by which it is guided in 
its development. 

This means conference and consulta- 
tion and discussion on a progressively . 
higher level of mutual regard and com- 
mon devotion. It means a recognition 
of the fact that teachers as well as 
parents have a good deal to learn. It 
means more frank and direct exchange 
of observation and. experience—~a more 
frequent visiting between homes and 
schools. And in a tentative, groping. 
experiment here and there, it has 
meant an attempt to bring the- parent 
into the classroom as well as the 
teacher into the home. 

This, as Dr. Jesse Newlon has pointed 
out, does not mean the taking on of, 
parent education as an adjunct to the 
academic program. 

It would be tragic, of course, if the public 
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school should create a new department of 
, parent education and staff it with peda- 
gogues or school executives so imbued with 
the psychology of school keeping that they 
would attempt at once to formalize and 
conventionalize the work of parent teacher 
associations and child-study groups. On 
the other hand, I am firmly convinced that 
the time has come when a highly trained 
professional leadership must be made avail- 
able in this field. Every school system of 
any size should have on its staff persons 
charged with the responsibility of studying 
the family in its relation to the education 
of children, specialists who can skillfully 
and informally foster the work of parent 
education, and similar groups.! 


` NEED ror PERSPECTIVE 


It should be possible for those en- 
gaged in noncommercial efforts in 
education to give closer consideration 


to the use and application that is being: 


made of their teachings. Even de- 
partment stores have learned to put 
the customer’ s point of view “behind 
the counter.” 


Those who believe the family to be 


of vital.importance as a means of de- 
veloping desirable kinds of personalities 
will bend their efforts toward making 
more attractive to young people, and 
more practicable, the establishment of 
homes. This is not a matter of “pro- 
moting” or “selling” marriage, nor of 
subsidizing it in any formal way. It is 
a question of presenting the details so 
that the entire picture is not distorted. 

This point is illustrated by the recent 
publication of an article calculated to 
help a hypothetical mother of a toddler 
and an infant to manage her whole 
day more effectively. There is a care- 
ful analysis of the mother’s “job,” and 
a schedule of the time program—from 
the technical point of view, an excellent 
_ £Newlon, Jesse H., Professor of Education and 
Director of the Lincoln School of Teachers 
College, speech before the Conference of the 


National Council of Parent Education, Nov. 17, 
1930; 
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and serviceable accomplishment. But 
from the point of view ofthe young 
woman who is interested in some day 


. making a home of her own, this presen- 


tation is gruesome. The mother has 
every minute definitely allotted, from 
a quarter past six in the morning when . 
the baby’s bottle starts to heat, with - 
only twenty minutes of respite after 
two o'clock in the afternoon: a nap 
then, but even that contingent upon 
the infant and the toddler both sleeping 
at the time. One girl who read this 
article shot out this significant. com- 


‘ment: “If I went to sleep at two o’clock 


like that, I would fool them and not 
wake up again.” l 

That there are difficulties in mother- 
hood and fatherhood is indeed true, 
and the facts need to be clearly indi- 
cated. The choice for many is a bitter 
one. There is nevertheless more in 
family life than any formal job analysis 
can reveal. A more extensive and 
more comprehending study of cases 
in their entirety would reveal not only 
a multitude of compensations that the 
dry record fails to disclose, but it 
would also show the fluctuations and 
changes in the program that come nor- 
mally with the passing of time. Nurs- 
ing or wheeling the baby is a passing 
phase. A longer perspective shows a 
succession of phases, each of which has 
its hardships, but each of which also 
has in it the germs of something richer 
and more satisfying. 

It becomes, then, increasingly neces- , 
sary that the education of parents 
themselves and the education of 
younger people in anticipation of, 
parenthood be in the hands of men and 
women who have a more comprehensive 
and intimate grasp of the entire process 
fo family living. 


Tue Home as Focus 
The rapid rearrangements of the 


‘various social and economic functions 


ed 
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and the shifting of forces that have 
characterized our civilization for the 
past two generations have brought into 


bolder relief the underlying significance, 


of the family as a system of dynamic 
relationships that determine the growth 
and development of personalities. 
Even the most objective analysis has 
shown that the home has something 
distinctive and superlative to offer 
in the rearing of children into civilized 
adulthood. 

Parents have become the residual 
legatees of accumulated personal val- 
ues, which they expect to transmit 


undiminished. They cannot assume’ 


that a “good home” automatically 
takes care of itself as an educational 
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instrument; nor can they passively rely 
upon the other institutions automati-. 
cally to do their respective shares of the 
joint task both appropriately and ade- 
quately. As responsible administra- 
tors'of these values they will have to 
call upon many agencies to help to 
conserve and extend to succeeding 
generations whatever is significant in 
family life. 

When men and women in sufficient 
numbers shall have been educated to 
family life—to a realization, that is, 
that human beings represent the su- 


‘preme values in civilization—parents 


will demand that all institutions and 
agencies serve them and their children. 
Parents will assume a new leadership. 
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Parent Education 


By Ernest R. Groves 


HE attention that is being given 

to problems of the family and to 
parenthood education in the United 
States would probably surprise and 
startle our colonial ancestors more than 
the airship and the radio. What is 
becoming axiomatic in our culture 
would have been incompatible with 
their entire philosophy of life. In- 
deed, the persistency and the growth 
of this interest in parent education have 
run counter to the prophecies of some 
of our contemporaries, who have looked. 
upon it as a fad. 

Its continuous development should 
have been expected, for it is triple- 
rooted. In it converge three char- 
acteristic American trends. One is 
the prevailing confidence in education 
which Wissler called the fundamental 
faith of America, another is our willing- 
ness to listen to science, and the third 
is our pain-enforced realization that 
life in the modern world requires new 
social adaptation. The last impresses 
itself upon present thinking through 
the confusion of the modern family 
and the great gulf existing between 
most parents and children. From the 
second issues an indictment of faulty 
and archaic parental policy, as well as 
the factual knowledge the parent needs 
for his task; and the first still remains 
the method of improvement in which 
we as a people have most hope. The 
perplexities of the parent, the value of 
the contribution coming from science, 
and our confidence in mass instruction 
give momentum to the parent-educa- 
tion movement in this country. 

It is, of course, the conscientious and 
intelligent parents that see most clearly 
the need of specific training. It is the 


educator, also, who holds unswervingly 
to an education that functions in 
happier living, that becomes convinced 
that parents equipped for their modern 
task with nothing more than faith in 
past traditions, socially menace their 
children. It is impressive that the 
highly selected group of mothers 
studied by Ruth Lindquist, all of whom 
were members of one of the two hon- 
orary societies of college home eco- 
nomics students, found the parenthood 
side of their responsibility their great- 
est anxiety, the largest cause of fatigue, 
the chief source of friction, and the prob- 
lem for which they most sought help.! 


Socar Cuancres Must Be Met 


Marriage and family experience can- 
not linger behind in a culture ever 
moving toward greater complexity, 
and maintain the complexion of yester- 
day as a thing apart from the rest of 
life; nor can adjustment in these rela- 
tionships generally prosper without the 
full use of present resources. The new 
conditions are here, and sooner or later, 
whatever the parent’s policy, the child 
must meet them. The former can re- 
sist, and often does, the social pressure 
toward adequate present-day adjust- 
ment; but the more he succeeds in 
his backward looking, the greater the 
difficulty of the child. No routine 
brought from previous experience serves 
the need of present family life. To at- 
tempt to follow former patterns of 
conduct denies to the child the prepara- 
tion his adult life requires, while at 
the same time it robs the parent of the 
means of growth which alone can make 

! Lindquist, Ruth, The Family in the Present 
Social Order, pp. 35 and 125. 
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him wise in his contact. with the child 
who is passing through the stress of 
adaptation at various age levels and 
ever coming into sharper contact with 
a world in rapid transition. 

It is true that parenthood is an art, 
and there is nothing on the horizon to 
suggest that it can ever be anything 
else. It is an art, however, that is 
shifting its base from tradition and 
automatic routine to science. For 
proper functioning, it requires insight 
even more than skill. The parent 
must draw his principles of conduct 
from some source. To attempt to go 
backward to practices of a different 
period enlarges his difficulty; and merely 
to interpret with no outside assistance 
. his own experiences with his child, blinds 
him as to the real nature of his problem 
and starts him toward a program of 
concealment of his own weaknesses. 

The child cannot be made a clinic or 
laboratory product. That is certain. 
No one ventures to suggest attempting 
to produce institutionalized children, 
manipulated by the specialist rather 
than allowed to live with normal 
human contacts. But if some sort of 
adult-child fellowship-is included in 
the dreams even of those who look 
forward to the passing of the family, 
it does not follow that this contact, 
whether between parents and children 
or between state-appointed nurses and 
children, can be wisely divorced from 
the factual knowledge gathered by the 
specialist who has studied the child and 
the maladjustments commonly found 
in present-day American family life. 
The information we have is valuable, 
and whoever comes close to the child in 
his early years needs to make use of it, 
and for this there must be preparation. 


Inserent Dirricutties of PARENT- 
Curb RELATIONSHIP 


The spreading of the idea of parent 
education is not entirely due to the 
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strain of our transitional period. We 
have come to see that there are diffi- 
culties and dangers in the parent-child 
relationship that are independent of 
time and place, inherent in the associa- 
tion, even though they vary with social 
circumstances. The intimate contact 
of adult and child is deeply emotional. 
It is an expression of a human hunger 
that easily becomes excessive. Ad- 
vantageous as it may be to both parent 
and child, it carries with it an inevitable 
risk. Its wholesomeness comes from 
its quality rather than its quantity, and 
the self-criticism necessary to keep it 
within bounds requires an objective 
attitude difficult for the parent even 
under the most favorable circum- 
stances. A realization of this, either 
before or during parenthood responsi- 
bilities, helps immeasurably; but such 
assistance must come from insight 
rather than from warning or preach- 
ment. 

There is an additional emotional 
problem for the conscientious and 
scrutinizing parent, since the difficul- 
ties that arise from the contact of adult 
and child are easily exaggerated, creat- 
ing in the child self-consciousness and 
love of power, and in the parent a feel- 
ing of guilt which distorts the meaning 
of the experience. There is also con- 
stant danger of the mother’s excessive 
interference with the child’s expression 
of individuality, as well as of over- 
much protection, due to fear. 

It is clear that the réle of the parent 
is as difficult and important as that of 
the teacher, and possibly one requiring 
greater self-control. Judgment has to 
be frequently passed, and each decision 
contributes something to the making 
of the child’s personality. How easily 
the parent fails, recent science has 
discovered; and its findings are being 
increasingly popularized. It is un- 
reasonable and emotionally cruel to 
ask the parent to function without any 
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specific instruction to give him the back- 
ground which alone produces insight 
as specific problems .constantly arise. 


Tur Parrntuoop RôLE 


` Parenthood responsibility is only one 
aspect of the many-sided activities of 
the mother and father, but it is as 
serious and complicated as any of the 
others, and often most needs prepara- 
tion. In addition to the building up of 
a background of knowledge to clarify 
judgment, parent education makes 
known the sources of the various sorts 
of information that the parent needs 
to have as the child passes through the 
progressive stages of his development. 
At no point can the interpretation of 
problems become fixed, for wholesome 
parenthood can never be static. The 
child changes, and the parent must 
meet him differently. The necessity 
of this ever developing program needs 
to be enforced by instruction that per- 
suades the parent of his temptation to 
fall into household dogmatism or the 
routine of habit. 

To stress the value of didactic in- 
struction is not the same as insisting 
that information is sufficient to meet 
well the problems of parenthood. As 
Frank has so well said, parent educa- 
tion can never wisely neglect the æs- 
thetic, the emotional, the inspirational 


elements involved.? The parent-child ` 


relationship is a portion of life and 
must not bè treated as if separated 
from the larger experience. The good 
parent requires skill, but technique 
alone does not suffice. The wise par- 
ent must have judgment, but even in- 
sight is not enough. The esthetic or 
spiritual element must also receive 
justice. ‘This is realized by the leaders 
in parent education, but their experi- 
ence has warned them against the 


2 Frank, Lawrence K., “Education for Home 
` and Family Life,” Jour. of Home Economies, 
pp. 2138-222, March 1981. 
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danger that this aspect of the relation- 
ship may overcrowd the others and 
degenerate into a sentimentality which 
attempts the hopeless task of serving 
the child’s life without understanding 
and good technique. 

From the point of view of what it 
does, the parenthood rôle is as profes- 
sional as that of the teacher. The 
fact that it is carried on more inter- 
mittently and distributed in a less for- 
mal way does not mean that it cannot 
be associated with a professional spirit 
or that it will not profit from prepara- 
tory instruction of as definite a’ 
character as that given, for example, 
to the nurse. 


EDUCATION ror FATHERS 


It is not surprising that parenthood 
education has centered about the prob- 
lems of the mother. She has been 
more conscious of her difficulties and 
more eager for assistance than the 
father. The part she plays in the life 
of, the child is ordinarily more serious 
and more critical than that of the 
father. There is, however, increasing 
evidence that parenthood education 
cannot be concerned so exclusively 
with the mother. The father also has 
an important part in the bringing up of 
the child, and there can hardly be a 
more serious conflict between con- 
scientious parents than when the 
mother seeks to follow the teaching of 
science while the father is insistent 
upon the traditional practices of his 
This difference between 
husband and wife, due to the better 
preparation of the one than of the 
other, has already become of concern 
to the leaders in parent education. 

- There is no reason why instruction 
should not be given father's other than 
that this is contrary to tradition, just 
as, now that the significance of parent- 
hood activities for the state are growing 
more and more definite, there is no 
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reason other than lack of precedent, 
for our failure to, require preparation 
of both the husband and the wife 
who contemplate parenthood. This is 
so unlike the present practices and 
attitudes that it seems far away and 
impractical; yet the trend toward it ap- 
pears already to have started not only 
in the United States but in various 
other nations. Social advance grows 
ever more clearly dependent upon 
growth of character, and this in turn, 
as science demonstrates in great detail, 
is largely the result of what occurs in 
the early life of the child. 


NECESSITY ror Erricrent PARENTS 


The issue seems likely to be between 
having better parents and turning to 
institutions of child care maintained 
by the state, conducted by persons es- 
pecially trained for their responsibility 
as are now ourteachers. In the United 
States the current flows toward the 
former, and nothing but a cultural 
earthquake will ever turn it in the 
opposite direction. A loss of confi- 
dence in the possibility of preparing 
for parenthood, or a widespread, para- 


sitie demand from parents that they. 


be relieved of their responsibilities 
rather than trained to accept them, 
would be likely, given time enough, to 
overturn our attitude and lead at least 
to experimenting with institutional 
child care. 

The building of parenthood effi- 
ciency in the family concerns not only 


the child’s welfare but also that of the ` 


adult. With an increasing leisure and 
with the indispensable values that can 
come only to the parent who enters 
fellowship with his child, we have every 
encouragement for attempting to meet 
parenthood problems in accord with 
American thought of family responsi- 
bility. 

In spite of the attention given to 
parent education it is still a minority 
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idea, unfamiliar to many and unac- 
ceptable to others. One does not 
discount its present value by frankly 
admitting that it is still in process and 
to a very great extent experimental 
in character. It already meets occa- ` 
sional resistance from those who do 
realize its implications and the threat 
it brings to every form of social ex- 
ploitation. 


FUNCTIONS or PARENT EDUCATION 


The movement at present seems to 
be going forward along three different 
lines of activity. In part it is awak- 
ening parents and the general public 
to the need of specific instruction in 
various phases of family life. The 
interest of parents grows steadily, and 
among educators the idea of parent 
education meets with increasing re- 
sponse. 

Parent education is also functioning 
as a means of helping those who are 
already parents to meet their problems. 
The work of such organizations as the 
American Child Study Association, the 
Congress of Parents and Teachers, and 
the state and college extension depart- 
ments, through child-study classes, has 
not only developed with astonishing 
rapidity but has also in recent years 
become more serious in character. 
One of the best results of this interest 
has been a wide sale of useful books on 
parenthood and an ever increasing 
circulation of the periodicals devoted 
to parenthood and the family. Along 
with this distribution of information 
has gone a corresponding growth in the 
activities of child guidance clinics that 
not only has given a greater number of 
parents opportunity to get an objective 
analysis of their difficulties, but also 
has furnished to the movement itself 
the authority and restraint that comes 
from the investigations of the scientist. 

The third and possibly the most im- . 
portant form of activity is the effort 
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that has been given to the preparation 
for future parenthood. This has taken 
several forms, each of which deserves a 
brief discussion. In this third en- 
deavor we find the greatest significance 
‘of the parent-education movement. 
It is still largely in process, but enough 
has been. gained from the pioneering 
undertaking to give its promoters 
confidence. 


_Formau Instruction OFFERED 


The activities enlisted as a part of 
formal parent education are at present 
most impressive. Comparatively little 
has yet been done in the grade schools, 
but in the high schools, especially in the 
_ home economics departments, and par- 

ticularly for girls, parenthood education 
has already obtained a position that de- 
serves serious regard. The instruction 
given is often scattered, and even when 
concentrated in definite courses it is not 
always designated so as to emphasize 
its purpose as training for parenthood. 
Nearly always in these courses some 
attention is.given to the immediate 
problems of youth, and rightly so, be- 
cause the interpretation of these not 
only provides interest and helpfulness 
for the young people, but also leads to 
thought of home life in a way that pre- 
pares for personal family experience 
later. 

’ There has been some interest, al- 
though slight, in offering the same op- 
portunity to boys. Perhaps here the 
development will ultimately be rather 
along the line of mental hygiene in- 
cluding concrete attention to parent- 
hood than in courses similar to those 
that are now being offered to girls. 

Of course, the addition of these new 
courses is increasing the burden felt 
by the high school still clinging to tra- 
ditional subjects such as geometry, 

3As an example of this see “High School 


© Courses in Child Care,” Jour. of Home Eeonom- 
tes, pp. 182-187, Feb. 1931. 
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while at the same time attempting tot, 
find room for the new. > 

There is also the extremely critical 
problem of finding the right type of 
instructor for both the girl and the boy. 
Here is evident the folly of an admin- 
istrative policy which throws out any 
woman who marries or any married 
woman who becomes a mother.. Even 
though marriage does not by itself 
prepare an instructor to handle parent- 
hood education, nor does the single life 
destroy one’s efficiency in such courses, 
it is true that there are emotional 
handicaps both for the instructor and 
the student in some instances when 
an unmarried person discusses family 
relationship or Lie subject of parent- 
hood. 

In the college even more than in the 
high school, we now have definite 
courses in parent education. They 
are given under various titles, so that 
one cannot tell from college catalogue 
captions the amount of attention the 
subject receives. Both the sociologi- 
cal and the home economics depart- 
ments are giving such instruction. | It 
is also offered as a part of the courses 


. in social hygiene and in mental hygiene, 


and occasionally in applied ethics. 
Sophisticated as the American youth 
appears, it is nevertheless true, as 
Popenoe says, that there is still a sur- 
prising and costly ignorance regarding 
both marriage and parenthood.* Very. , 
recently there has been a most encour- 
aging growth of interest among home 
economics teachers regarding marriage 
and family problems, and out of this is 
emerging attention to family relation- 
ships which is furnishing perhaps the 
most efficient instruction we now have 
in the field of parent education. 

The most mischievous thing that can 


4 Popenoe, Paul, “How Can Colleges Prepare 
Their Students for Marriage and Parenthood?” 
Jour. of Home Economics, pp. 174-175, March 
1930, 


, 


w 
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happen is, of course, to have instruc- 


“. tion in such courses fall into the hands 


of any one who has bitterness because 
of not having married, or who has 
built into her personality an antimar- 
riage complex. On this account the 
selection of the instructor cannot wisely 
be made merely on the basis of pro- 
fessional training. Probably the most 
advantageous background for such in- 
struction is furnished by the properly 
trained woman who is also a wife and 
mother. 


PARENTHOOD TRAINING OUTSIDE OF 
ScHooLs 


Preparation for parenthood through 
class instruction is also developing 
through the extension departments of 
colleges and of state departments of 
education. The work of institutions 
such as the Universities of Cincinnati, 
Minnesota, Ohio, and Cornell illustrate 
the first, while the States of California, 
Oklahoma, and New York have already 
accomplished much in developing prac- 
tical instruction for parenthood experi- 
ences. 

There is at present in all the religious 
denominations in this country a marked 
interest in the idea of training for mar- 
riage and parenthood. This repre- 
sents a recent swing from an attack 
by the churches upon tendencies in- 
terpreted as hostile to the family, to a 
realization that constructive work must 
be done by teaching rather than by 
denunciation. The activities that are 
now beginning to appear as an expres- 
sion of this concern of the churches, 
call for the highest quality of spiritual 
statesmanship, since there will be a 
constant temptation to fall back upon 
dogma and to insist upon moralizing 
in the instruction, to the detriment of 
the giving of factual knowledge. No 
church can be criticized for emphasis 
of its position on family problems, but 
there is great need that this should 
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not replace the concrete instruction so 
much needed in dealing with home 
problems. In any case, this new ap- 
preciation of the value of parenthood 
preparation marks an epoch compara- 
ble only with the earlier development 
of religious education of children. 

Parenthood education is also advance- 
ing through the development of com- 
munity resources. Here at present the 
most pioneering of all the various forms 
of parent education may be found. 
The Institute of Family Relations, 
directed by Paul Popenoe, is perhaps 
the most impressive of these. The 
child guidance organizations, now 
taken as a matter of course, give assur- 
ance from a different point of attack 
that the development of the diagnostic 
method of treatment of family problems 
and of gathering scientific information 
is inevitable. 


Tae MARRIAGE ASPECT 


Even parents themselves are some- 
what responding to the idea of giving 
instruction to their children in prepara- 
tion for family experience. The enor- 
mous interest taken by many mothers 
and some fathers in the subject of sex 
instruction for their children shows 
that the indifference of parents is not 
so great as has been thought, but that 
they have not felt qualified to do their 
part in the training for marriage and 
family life. It is being recognized 
that the family may furnish not only 
instruction but also attitudes that in- 
fluence the child, and especially an 
example of happy adjustment which 
has a decisive influence upon the child, 
who in his early years gets a start 
toward happy or unhappy mating. 
On the other hand it is being realized 
that the matrimonial unrest and mal- 
adjustment now experienced by a 
considerable portion of our popula- 
tion is sure to show itself in a later 
suspicion of marriage and its ideals 
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among the children of such families. 
The marriage aspect of family life is 


receiving at present less attention than . 


it deserves. The distinction between 
the two for practical purposes is often 
arbitrary. There is need, however, of 
recognizing that marriage is at present 
more disturbed than is the family, and 
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that if definite instruction conserves 
the latter, it is even more needed in ` 


‘the preparation for matrimony. Here 


and there in colleges and in churches 
we have pioneering experiments in prep- 
aration for marriage that deserve the 
close attention and sympathy of all who 
are interested in parenthood education. 


Mr. Ernest R. Groves is Professor of Sociology at the 
‘University of North Carolina. He has written numer- 
ous books on marriage, on the family, and, in collabora- 


tion with his wife, on childhood problems. 


He is also 


widely known as a lecturer on these subjects. 


. APPENDIX 
Report of the Board of Directors of the American Academy 


of Political and Social Science for the Year 
Ending December 31, 1931 


GENERAL REPORT 


During a year of so many economic ` 


difficulties as those experienced in 
1931, it is gratifying to present a satis- 
factory report of the activities of the 
American Academy of Political and 
Social Science. The year has been a 
good one. The meetings that have 
been held have been well attended and 
there has been great public interest in 
them, both at home and abroad. The 
attention given by the press of the 
country has been most gratifying and 
is to- be explained by the fact that the 
topics of the meetings have been of 
so much public importance. The use 
of Team Annars throughout the 
country, both in publie libraries 
and‘ by members, is quite clearly 
on the increase.. The large amount 
of correspondence received from those 
who are interested in the use of the 
authoritative material which we pub- 
lish is a convincing evidence of the 
value of the work we are doing and 
of the contribution that we are 
making to national and international 
thought. 

Last year, attention was called to 
the evidence in other countries of a 
growing appreciation of the Academy’s 


work, In February, 1931, the’ Revue. 


Economique internationale reprinted 
nine articles which had appeared in the 
May, 1930, issue of THE ANNALS 
entitled “The Second Industrial Revo- 
lution and Its Significance.” The 
entire issue of the Revue was devoted 
to this reproduction, and a very gratify- 
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ing and complimentary introductory | 
note, descriptive of the work of the 
Academy, prefaced the volume. Many 
other evidences of interest have been 
shown through correspondence and 
through personal contacts which the 
President had the privilege of making. 
in Europe during the summer. 

It will be recalled by members of 
the Academy that the Pacific South- 
west Academy at Los Angeles is a 
center of the American Academy of 
Political and Social Science. It is 
gratifying to learn of the continued 
success of this center and of the ‘very 


` helpful and stimulating programs which 


are being held there from time to time. 
Its valuable. contributions to the life 
of that region will, as the years pass, 
exercise a profound influence. It will 
be of interest to the members of the 
Academy to know that negotiations 
have just’ been completed for the 
establishment in Washington of an- 
other center of the Academy, the 
initiative in this establishment being 
taken by a group of distinguished men 
connected with the leading educational 


- institutions of that city. Its first 


meeting will be held in the near future, 
and there is every reason to expect 
that this center will grow not only in 
numbers but in its influence on our 
national life. Its location in Wash- 
ington gives it a peculiar opportunity 
for the study of the great international 
and world questions to which its 
attention will be devoted. ‘The pro- 
posed title for this organization is 


224 


“The Academy of World Economics,” 
and members of the American Acad- 
emy residing in the District of Colum- 
bia will doubtless desire to become 
affiliated with it since membership in 
a center carries with it membership 
also in the parent organization. 

Two very successful meetings were 
held in Philadelphia during the year 
1931, each lasting two days. The 
Annual Meeting on April 17th and 
18th was on the general subject, 
“Elements of an. American Foreign 
Policy,” and the addresses delivered 
at that time appeared as the July 
issue of Tum Annars. On November 
6th and 7th, a conference lasting two 
days was held on the subject, “Power 
and the Public.” The January 1932 
issue of THe Annars contains the 
addresses given at this meeting. It 
.will be of interest to know that copies 
of this issue were sent to all members 
`” of Congress in Washington. 


PUBLICATIONS 


During the year 1931 the Academy 
published the following volumes: 


January-—The Coming of Industry to 
the South 

March—The Insecurity of Industry 

May (Part I)—Organized Commodity 
Markets 

May (Part II)—Zoning in the ‘United 
States 

July—Elements of an American Foreign 
Policy 

September-——Prisons of Tomorrow 

November—An Economic Survey of 
Australia 


MEMBERSHIP 


During the year 1931, the Academy 
enrolled 1,224 new members and 
subscriptions. With adjustments be- 
cause of deaths, resignations, and other 
causes, the membership of the Academy 
on December 31, 1931, was 7,515 
members and 1,880 subscriptions. 
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FINANCIAL CONDITION 


The Treasurer’s Report sets forth 
the receipts and expenditures for the 
Academy. As usual, the accounts 
were audited by E. P. Moxey and 
Company and a copy of their state- 
ment is appended. 

During the year, friends contributed 
a total of $2,855 to cover the expenses 
of holding the Annual Meeting. The 
Board wishes to take this opportunity 
to express its most hearty thanks to 
those who made these generous con- © 
tributions. 


CONCLUSION 


There was never a time when there 
was greater need for such work. as that 
which is being done by the Academy. 
These troubled days in social, political 
and economic life call for the most 
intelligent guidance that can be given. 
In a country such as ours leadership 
must be’ strengthened by an informed 
publice opinion. The Academy occu- 
pies a unique and important place and 
its opportunities for service were never 
greater than they are at present. 
Evidence of this is to be found in the 
establishment of the two organizations 
mentioned which welcome the oppor- 
tunity of becoming centers of the 
American Academy, and in the large 
number of suggestions that come to us 
for meetings to be sponsored by us. 
Our position as a forum for the discus- 
sion of important issues is a very 
gratifying one and the Board of 
Directors looks forward to a year of 
increased usefulness. It is not to be 
forgotten, however, that it is only - 
through the continued good will and 
coöperation of its membership that the 
work of the Academy can be effectively 
carried on, and the Board takes this 
opportunity of soliciting a continuance 
of the cordial codperation which has 
been so valuable in the past. 


APPENDIX 


Epwarp P, Moxey & Co. 
1416-1418 Chestnut Street 
Philadelphia, 


January 16th, 1932. 


CHARLES J. RHOADS, JR., Treasurer, 
American Academy of Political and Social 
Science, Philadelphia, Pa. 


Dear Sir: 


We herewith report that we have audited 
the books and accounts of the American 
Academy of Political and Social Science for 
its fiscal year ended December 31, 1931. 

We have prepared and submit herewith 
Statement of Receipts and Disbursements 
during the above indicated period, together 
with Statement of Assets as at December 
31, 1981. 

The Receipts from all sources were 
verified by a comparison of the entries 
for same appearing in the Treasurer’s Cash 
Book with the record of Bank Deposits and 
were found to be in accord therewith. 

The Disbursements, as shown by the 
Cash Book, were supported by the proper 
vouchers in the form of cancelled paid 
checks or receipts for moneys expended. 
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These were examined by us and confirmed 
the correctness of the payments made. 

The Investment Securities listed in the 
Statement of Assets were examined by us 
and were found to be correct and in accord 
with the books. By reference to the list 
of Securities Owned, it will be observed 
that the First Mortgage 6 per cent bonds 
of the Minnesota & Ontario Paper Com- 
pany are in default on the April 1, 1931, 
and subsequent coupons. This company, 
we understand, is in the hands of receivers 
and no plan of reorganization has as yet 
been completed. 

We have also prepared and submit here- 
with Statement showing the financial 
condition of the S. N. Patten Memorial 
Fund and the Edmund J. James Memorial 
Fund as of December 31, 1931, as well as 
the income derived from these fund invest- 
ments. 

As the result of our audit and exam- 
ination, made in the manner as above 
indicated, we certify that the statements 
submitted herewith are true and correct. 

Yours respectfully, 
(Signed) Epwarp P. Moxey & Co., 


Certified Public Accountants. 


AMERICAN ACADEMY OF POLITICAL AND SOCIAL SCIENCE 


STATEMENT or RECEIPTS AND DISBURSEMENTS For FISCAL Year ENDED DECEMBER 31, 1931 


Cash on Hand, January 1, 1981.............., 


Subscriptions: 


Individuals... 0.000000 side sce atarivase tater cad thane 


Interest on Investments and Bank Deposits... 0... ...... 0. 0e sees 
Proceeds from Sale of Securities............... 
Advertising. oo moso ciie nen Ves A Vda e case oes 
Gain from Maturity on Sale of Investments.......... 


aaa r aE N $3,398.63 
TET rand EENE $29,821.01 
epee e E s 2,855 .00 
$110.00 
AR 2,087.58 
sae as 7,123.02 9,320.60 
sidenote ks 5,587.36 
. ... 8,381.00 
A E 12,699.25 
E eiui SENET 696.00 i 
657.86 69,518.08 


$77,916.71 
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, , Disbursements , 
Office Expense... . - A AER a E Steet tates nee weer Eadbald $6,217.52 
Philadelphia Meetings... 00.0.0... ccc cee ccc eee tener teen enone 5,898.18 
Publicity Expense... 0.00. ccc cece cece ee teense dete erserureers e. 5073.46 
Publication of Tas ANNALS..........000. 0000 TESA EA EA 25,842.29 J 
Membership Records. ...... 0... cccecceeceeeee sett etua cena teens 5,312.64 ’ 
Sale of Tan ANNALS............0055 E EIE E Han orbiter a AEAEE 1,497.29 oe 
Interest on Securities Purchased.. ........ le cc cc cece een nese ee eeaee ` 86.94 
Securities Purchased....... gg aup eels AE EO ard Oa E 12,667.01 
Discounts and Collection and Exchange... ..........0. 0... cee ee eee 42,26 
Honorarium—Thorsten Sellin. 2.0.2.2... cece ee cece eee teen twee eee 1,200.00 63,837.59 
_ Cash Balance, December 81, 1981........... cc cc eaneas E T A ENa $14,079.12 
Represented by 
Petty Cash Fund. .... oneness aerer Pat a e ied a Mine EAA $400.00 
Cash in Treasurer’s hands on deposit in Girard Trust Company....... 18,679.12 $14,079.12 . 
f 
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Book Department 


Reviews: ; 
Carman, Harry J., and McKre, Samvuen J. A History of the United States. 


Roy Fi Nichols. tonic ghee cadet heat EEEE daw Dewan wales ho 
Cooks, W. Henry, and Stickney, Eprrn P. (Eds.). Readings in European 
International Relations Since 1879. Harold R., Enslow.............0.00005 
CRAWFORD, Frnua Gorf. State Government. S. Gale Lowrie............+. 
Davy, Grorcrs. Sociologues d'hier et d’aujour hui. William Rex Crawford.. 
DUHAMEL, Groress. America The Menace; Scenes from the Life of the Future. 
Ernest Minor Patterson... 2... 0.2 cece eee renee ree ee eee eeneneeee 


ADTAMS 6 e Goad E E Hehe haa Wee bee Meee dle bar eae ek ge’ 
Forp, Grorcr B., Ranpauz, A. B., and Cox, Leonard. Building Height, 
Bulk and Form. W.L. Pollard... 0... 0c ec cece cece eee nee teen eee nees 
Gamio, Manusi. Mexican Immigration to the United States. Constantine 





Panunzio... 02... eee eee eee pease ETE EE E cata Micon ct viele, oie. tant 
. The Mexican Immigrant. Constantine Panunzio...............655 
Groves, Ernest R. Sociology. Oscar Wesley............62-.02 cee e eee 


Hagerty, James Evwarp. The Training of Social Workers. Chloe Owings... 
Horcutwson, Rora Guerre. State-Administered Locally-Shared Taxes. 
Charles Ps. Whites nrerin i eea a ed oS a Re oe ae Soe adc ARTAIR A 
Kante, Marcarrern. Beziehungen weiblicher Fursorgezöglinge zur Familie 
(Beiheft 60, Zeitschrift für angewandte Psychologie), William Rex Crawford. 
Lancer, WrasamML. European Alliances and Alignments 1871-1890. William 
E: Lingelbath. enere aa A E Meee MeO se Rte Cai Ales ba EEA 
LICHTENBERGER, J.P. Divorce: A Social Interpretation. Niles Carpenter... .. 
Liypsty, Epwarp. The International Court. Johannes Mattern............ 
Maclver, Roserr M. The Contribution of Sociology to Social Work. Harold 
As Phel pics: ccsutvee tie. b sien Sey iea ebay eee ae ees Cb oat ona ee 
——. Society: Its Structure and Changes. Howard Becker............... 
Mynrs, Denys P. The Reparation Settlement 1980. Ernest Minor Patterson 
Neumann, Henry. Livesinthe Making. William Rex Crawford........... 
OBERBOLTZER, ELis Paxson. History of the United States Since the Civil War. 
Roy E; Nichols io .5ce.0a4 ooh ed ass nd oo as wate dew E A ROS Teme eS ES 
ORTH, SAMUEL Perer, and Cusaman, Rosert Eveunse. American National 
Government. S. Gale Lowrie. 0.0.0... cc cece cece ct eee ena eeneteeaeees 
Owines, Coton. Studiesin Parental Sea Education. James H.S. Bossard.... 
Purrer, George Wuanron. Family Quarrels: The President, The Senate, The 
House. Lane W. Lancaster... 0.0... ccc ccc ce eee e errans 
Revrer, Eywarp Byron, and Runner, Jessia Ripawar. The Family. 
Thomas: D--BhOt << a: cysiedasy Koen he catered nea EERE EEEE R ESS A 
Rogzrs, James Harvey. America Weighs Her Gold, Ernest Minor Patterson 
Rocers, Marra Lampin. A Contribution to the Theory and Practice of Parents 
Associations. David K. Bruner... 00.0.0... ccc ccc eee eee eeeeenees 
Scnacnz, HJALMAR. The End of Reparations. Ernest Minor Patterson...... 
SCHMIEDELER, Epear (Ed.). Readings on the Family. Jobn A. Ryan........ 
Scuurrz, Wittzam J. American Public Finance and Taxation. H.R. Enslow. 
Sneppen, Davin. Cultural Education and Common Sense. J. H. Minnick... . 
Swann, W. F. G. (and others), Essays on Research in the Social Sciences. 
Read Bain sy. roerders saani a de aces yale aia alee Ga uaa bares 
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Tonnies, Ferninand. Einführung in die Soziologie.. Howard Becker........ 236 
Vierxanpt, ALFRED, ef al. (Eds.). Handwörterbuch der Soziologie. Howard 

Becher siscseleis. ev EE EA PEE E eda hase ee Riva 237 
Wuirren, ROBERT, ‘and Apams, Tuomas. Neighborhoods of Small Homes.’ 

We Ths Polard rae en Tee bss arses crea E A AE o Ww Un lata be 283 
Wiıturams, Benyamin H. The United States and Disarmament. Johannes 

Matter o cess. eor A a A ibe di ois bud a A aide aA 242 

Woopsury, Davin O. Communication. Stuart Rice............. cece eee 237 

LICHTENBERGER, J. P. Divorce—A Social phenomena. This is an error into which 


Interpretation. Pp. xii, 472, New York 
and London: Whittlesey House, Mc- 
Graw Hill Company, 1931. $4.00. 


The scholar will find this work helpful 
because it brings within the confines of a 
single volume a well-selected body of 
historical, juridical, anthropological, sta- 
tistical, and psychological data concerning 
divorce. Particularly noteworthy is the 
historical and juridical material, since it 
contains a very able summarization— 
much of it from primary sources—of the 
development of social attitudes and legal 
enactments concerning divorce, from the 
Code of Hammurabi and the Laws of 
Manu, through the ancient Anglo-Saxon, 
Welsh, and Irish codes, down to the Prot- 
estant Episcopal Commission of 1928, and 
the Nevada Divorce Statute of 1981. 

In this latter connection, particular 
interest attaches to the tables (pp. 181-182) 
demonstrating the noncorrespondence be- 
tween the number of. grounds for which a 
divorce may be granted in any particular 
jurisdiction, and the divorce rate in that 
jurisdiction. 

The general reader—more particularly 
the well-informed and serious reader who 
does not happen to have had specialized 
training in the field of sociology—will find 
this work of more than ordinary value, 
not only for the information it contains 
but also for the care and the cogency 
employed by the author in presenting the 
findings and the points of view of the 
trained scholar, on the so-called “divorce 
problem.” There is a tendency—far too 
widespread—amongst social scientists to 
take for granted the diffusion throughout 
all but the most unenlightened sections of 
the population, of the body of knowledge 
and the method of approach underlying 
their attitudes on this and other social 


Dr. Lichtenberger does not fall. Instead, 
he carefully analyzes the development of 
popular stereotypes and misapprehensions 
concerning divorce, and disposes of them 
with eminent fairness and temperateness, 
howbeit with complete candor and un- ` 
equivocation. 

The author’s discussion of the transition 
from the matter-of-fact attitude towards 
marriage and divorce as institutions rep- , 
resentative of the social and economic 
requirements of the societies in which they 
are established, to the dogmatic-emotional 
attitude of modern times is particularly 
noteworthy. Incidentally, it constitutes 
a definite contribution to the literature of 
social change. 

While in general agreement with the 
point of view taken by the .author, the 
reviewer finds himself questioning, as too 
sweeping, the statement (pp. 16-17) that 
“divorce never broke up marriage.” The 
reviewer knows of cases in which the pros- 
pective ease or difficulty of divorce has 
in itself been a significant factor in the 
marriage relation. 

Nines CARPENTER 

University of Buffalo 


Revrer, Epwarp Byron, and RUNNER, 
Jessie Ripeway. - The Family. Pp. x, 
615. New York: The McGraw Hill 
Book Company, 1931. $4.00. 


This volume of readings will find wide 
acceptance and usefulness among teachers 
in the field who are skeptical of the value 
of nineteenth-century forms and norms, 
if not of the values those forms and-norms 
were supposed to support or conserve. 
The reviewing of such books should deal 
not with the text of the selections but with 
their editing for the purposes of the collec- 
tion. Every reader or teacher would 
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doubtless wish that the editors of such 
symposia had made certain omissions or 
inclusions in the line of his needs or in- 
terests. In the present case, the lacks seem 
to be on the biological, historical and 
anthropological sides, again on the side 
ofsubjective and positive evaluations, and 
especially in the direction of proposed 
F . 
programs or conclusions as to the future 
forms and functions of family life. 

The field of family social work and the 
most thoughtful exponents of its philosophy 
are practically ignored, if not contemned. 
Even if the book purported to portray 
only the editors’ personal bias, a thorough 
covering of the field should not fail to 
recognize so important a constituency 
among those interested in the family, even 
if they were included merely to confute 
them. One suspects that people who prefer 
to believe that a traditional family is 
ipso facto an obsolescent and useless form 
are as emotionally conditioned as those 
who wish to preserve the golden age at all 
costs. 

Believing that all theories are the ra- 
tionalizations of wishes, the authors have 
perhaps tried to avoid or evade direct 
statement of their own premises and con- 
clusions; but are these theories any excep- 
tion to test their own general rule? Ac- 
cording to Reuter, “The history of the 
family has not a suggestion to make, nor a 
ray of light to shed upon the modern 
situation.” But, while unfortunate, it is 
also none the less true that, according to 
the history of the family, Reuter has not a 
suggestion to make nor a ray of light to shed 
upon the modern situation. To do so, one 
presumes, would be to transcend the func- 
tions of the pure sociologist. One ques- 
tions, however, the full objectivity of the 
type of sociologist for whom reality is 
faced only when unhappiness or failure is 
found, and for whom any approach involv- 
ing the realities of moral satisfaction or the 
sentiments is bias or illusion. 

The reviewer does not feel that the editors 
show sufficient appreciation of the value of 
conformity (to whatever the prevailing 
norms) in satisfying the cravings for secur- 
ity or in relaxing their underlying tensions. 

There is more than one questionable 
point in Runner’s definition of the marriage 
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situation: Marriage characteristically in- 
cludes a form or concept and a group 
sanction. One would also like to know 
what Reuter means by the “natural 
polygamous nature of human beings”; by 
his assumption that all women’s home work 
is identical in interest, and inevitably 
denies personality; by his assumption 
that family support as a male obligation, 
and the cult of bodily purity, were new 
ideas introduced under industrialism, and 
that men are irrational or dishonest who 
believe that monogamous marriage under 
industrialism was satisfactory; by his 
apparent eugenic fundamentalism in ac- 
cepting the selective value of infanticide, 
but resting all eugenic hopes on the aboli- 
tion of monogamy. “Family disorganiza- 
tion is as desirable as it is inevitable.” 
The above, like the following, is the sort of 
statement which will naturally be misun- 
derstood. 

The authors accept the doctrine that 
“sexual Intimacy is... in no way dif- 
ferent from other expressions of friendship. 
It is an expression of mutual affection 
and requires no other sanction.” By their 
confession, this owes nothing to historical 
findings. Is it prophecy, the result of 
objective research, or preaching from per- 
sonal or moral bias? The next paragraph 
seems to imply that ethical behavior is 
what my theory is inconsistent with, while 
moral conduct is what your old code pre- 
scribes. 

One may well ask, how shall we know or 
test when and where the forms of family life 
have “caught up” with their alleged cul- 
tural “lag?” Jf Dell be right, and if the 
ideal family is already at hand, may it not 
be industry and the state which are lagging 
in their support—especially if, as is asserted, 
no institutional form can ever be anything 
better than obsolescent? This would lead 
to the startling conclusion that institutions 
are per se evidences of cultural lag, or per- 
haps that any attempt to define and sanc- 
tion a culture complex is breaking ranks 
with cultural progress. But why should a 
pure sociologist admit any irritation over 
anything so natural as cultural lag? To 
paraphrase James Whitcomb Riley, “Lag 
on, O World!” 

On the other hand, from the standpoint 
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of emancipation from complacency, illu- 
sion, and conformity, the most hopeful 
feature about the book is that it comes out 
of the State of Iowa. Elsewhere the’ re- 
viewer himself has sharply attacked the 
dualistic and repressive psychology under- 
lying the old morality, and has shown the 
need for research, experiment, and relaxed 
attitudes. But these are not enough to 
improve our future without an alert, sensi- 
tive appraisal of esthetic values in the 
process. 

“There is not, strictly speaking, any 
such: thing as ‘scientific’ ethics. ... To 
proclaim the ends of life... is not the 
business of science; it is the business of the 
mystic, the artist, and the poet.” Super- 
stition, however, is merely last year’s 
mysticism. All the more reason for not 
barring mystics, fictionists, and poets from 
such a volume, not to mention the humor- 
ists. So long as values are living, they are 
real, and even the pure scientist cannot 
omit them from a configuration of the 
total situation. 

In the chapter on “Points of View,” 
several approaches are neglected or poorly 
presented. The psychological approach is 
reserved for a separate chapter which ap- 
pears unexplainedly, Jater in the book, 
insufficiently geared to the main topic of 
the volume. 

Among important selections not easily 
accessible, one is glad to find Knight’s 
excellent paper on the companionate which 
launched this legitimate term, now so much 
distorted and abused. But since the com- 
panionate is by definition a variant form 
distinct from a true family, it is a bit strange 
to find it presented as the last work in a 
volume on The Family. The selections on 
the status of women. are valuable but leave 
one unsatisfied. The old myth that all 
work has been eliminated from middle-class 
homes, and that their women are therefore 
idle parasites, is naively accepted without 
proof by current research. The home- 
keeper is, forsooth, called the “non-working 
mother!” Helen Glenn Tyson should 
have been represented here. And a word 
might be said for ectogenesis, as the only 
exodus, since the substitution of one 
woman’s work for another’s is hardly a 
solution of the “women problem.” 


` utes it to Keyserling! 
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Eleanor Roland ‘Wembridge’s analysis is 


‘especially unconvincing. 


The catch-pbrase “antagonistic cotpera- 
tion” threatens to become as unnecessarily 
associated with the family as~does the 

“unity of interacting personalities.”» Both 
phrases apply to many other group Se 
tions. The former appears in the selections 
from Cutler and Todd, yet Reuter attrib- 
It should, of course, 
be credited to Sumner. ` ' 

The book is marred by occasional errors 
in proof reading, especially in proper 
names. 

Despite the above shortcomings, and 
despite the shortage of contributions from 
such people as Dell, Wolfe, Jennings, de 
Schweinitz, Woodhouse, Mayo, Tufts, 
Cabot, and Richmond, from the schools of 
Freud and of Boas, and from the field of 
social hygiene, this source book is the best 
now available for courses on the family in 
which case studies and supplementary 
readings are desired. It should prove an 
excellent team mate for Reed’s The Modern 
Family. The editors have rendered a val- 
uable service. 

Txomas D. Error 

Northwestern University 
ScuminpEter, Encar (Ed.). Readings on 

the Family. Pp. xii, 525. New York: 

The Century Company, 1981. $2.75. 

This work is divided into three parts: 
Family Integration, Family Disintegration, 
and Family Reintegration. The first part 
includes four papers on the history of. the 
family. There is a disturbing significance 
in the fact that the second part, dealing 
with the disintegration of the family, is 
the longest of the three. In the third part, 
we find directions and suggestions for the 
reintegration of the family from about 
every useful point of view. Preparation 
for Marriage, Qualifications of a Mate,’ 
Legal Safeguards of Marriage, Education, 
The College, The Church, Modern Family - 
Resources, and The Home, are the general 
heads of the chapters in this part of the 
book, and most of them cover more than 
one paper. Two of the papers in the vol- 
ume are Papal Encyclicals, those on 
Christian Marriage by Pope Leo XTII and 
Pope Pius XI. Nevertheless, twenty-four 
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of the forty-three papers were written by 
‘non-Catholies. 

_ Practically every phase of the subject, 
every avenue of approach, every method of 
treatment, and every point of view are 
represented except those which are clearly 
destructive of the family, such as com- 
panionate marriage and birth control. 


The economic factors affecting the family, . 


and particularly those which have con- 
' tributed to its disintegration, are discussed 
in nine papers comprising nearly one hun- 
dred pages. It may well be doubted 
whether we have any other work in English 
which presents as much, as varied, and as 
valuable information as this volume. It 
contains a very comprehensive index. 
Jonn A. RYAN 
Catholic University of America 


Ermer, ManosL Conran. Family Ad- 
justment and Social Change. Pp. vi. 
400. New York: Ray Long and Richard 
Smith, Inc., 1932, $3.00, 

This work has been “prepared primarily 
as a text for the study of the family from 
the sociological approach.” The author 
seeks to interpret the family as a societal 
force, as an agency of social control, and 
to explain trends in marriage and divorce 
and the various forces responsible for types 
of unadjusted families. He also furnishes 
formule for securing the necessary adjust- 
ments on the part of the parents and 
children. 

Professor Elmer is an optimist. He claims 
that 80 per cent of American families are 
successful and better days are ahead. In 
picturing the ideal family he decries the 
suggestions for improvement offered by 
such selfish individuals as Ruth Reed, and 
laments the melancholy literature from the 
“group of prolific writers” who insist that 
these happy families are “fantastic dreams.” 
In fact, Professor Elmer believes “the 

_ family is not being disorganized. We are 
just entering a period of social develop- 
ment, when the family is being reorganized 
on a more wonderful basis than ever be- 
fore. , . . The family of tomorrow will 
be as much better as... the atroplane 
is superior to the ox cart.” 

The author has brought together some 
excellent material related to the family 
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and has pointed out some of the socio- 
logical implications. But he has over- 
simplified the whole problem of adjustment, 
has furnished rather superficial analyses of 
the causes of present-day social behavior, 
and has minimized or failed to recognize 
the import of many of the forces at work in 
our changing civilization. He underesti- 
mates, for instance, the effect of the knowl- 
edge of birth control as the main cause for 
the decline of the birth rate, and never 
mentions it as a factor in the reduction in 
the rate of illegitimacy. In the causal 
factors of divorce, sexual incompatibility, 
generally regarded as a major cause, re- 
ceives no consideration. His use of divorce 
statistics is also questionable. 
Ray H. Aprams 
University of Pennsylvania 


Owes, Caton. Studies in Parental Sex 
Education. Paper I, A Social Hygiene 
Research Program; Paper II, A Com- 
munity Service Program in Parental 
Sex Education; Paper II, A Research in 
Parental Sex Education; Paper IV, The 
Effectiveness of a Particular Program in 
Parental Sex Education. Pp. 14, 43, 
289, 31. Minneapolis: The University 
of Minnesota Press, 1931. Papers IT 
and IV, 50 cents each. Paper HI, $1.00. 


This series of studies is significant both 
because of the subject with which it deals 
and because of the method which is em- 
ployed, Parental sex education represents 
the most recent emphasis in the field of 
social hygiene. Beginning as a moral 
reform movement, social hygiene subse- 
queritly included medical and legal meas- 
ures, These were emphasized particularly 
during the war period. More recently, it 
has reached the stage where “it was recog- 
nized that in the educated individual 
behavior may be the result of a choice 
based on a knowledge of the elements 
involved and an intelligent understanding 
of them instead of a pure reaction to chance 
stimuli.” The term “sex education” has 
come to be applied to this newest phase of 
the social hygiene movement. In view of 
the large and increasing amounts of money 
spent annually to deal with social situations 
which result from the ignorance, the mis- 
management, or the antisocial use of the 
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mating urge, and the negligible amounts 
. spent in educational work for the preven- 
tion of such situations, the importance of 
the present emphasis should be obvious. 

The sex education movement, too, has 
undergone an evolution which has brought 
it to an interest in the efficacy of the meth- 
ods used. One such method, new and 
unique, is that utilized by the Woman’s 
Couperative Alliance, consisting of personal 
interviews or home visits by workers called 
“parental advisers.” The present inquiry 
is an effort to measure objectively the 
efficacy of this method. 

Three related objectives are involved: 
(1) an analysis and interpretation of the 
materials accumulated in these house-to- 
house contacts; (2) a study of the methods 
now being used by the home visitors, to be 
followed by experimental use of improved 
materials and methods; and (8) the experi- 
mental conduct of a training school for 
parent advisers. The results are to be 
published in a series of eight papers, four 
of which are available to the present re- 
viewer. Of these four, the first is a declara- 
tion of intent; the second, a summary of 
the general background; the third, a 
descriptive narrative of the material 
available; and the fourth, an analysis of 
certain aspects of the program. 

Since the publications thus far available 
lead up to the results of the survey, critical 
comment must be withheld, save for certain 
observations regarding the fourth paper. 
The conclusions therein stated indicate “a 
persistent, though small, percentage favor- 
able to the program,” when compared with 
a control group; this with reference to the 
knowledge, the attitudes, and the practices 
of mothers concerning the sex problems of 
their children. Since the parent advisers 
were not formally trained, and the program 
developed on a trial-and-error basis, these 
results must be interpreted, of course, as 
the achievement of untrained teachers 
rather than the possible achievements of 
a program of sex education. Then, too, in 
this, as in many reports of research projects, 
the forest is invisible because of the trees. 
That is to say, conclusions are not set off 
and stated in summary form. Rather does 
one find them inadvertently and by im- 
plication. 
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These studies represent a joint under- 
taking of the University. of Minnesota and 
the Women’s Coidperative Alliance of 
Minneapolis. They are financed by a 
grant from the Bureau of Social Hygiene. 

James H. S. Bossarp 

University of Pennsylvania 


Kane, Marcaretn. Beziehungen wei- 
blicher Fürsorgezöglinge zur Familie (Bei- 
heft 60 zur Zeitschrift für angewandte 
Psychologie, herausgegeben von Wiliam 
Stern und Otio Iipmann). Pp. 188. 
Leipzig: Johann Amrosius Barth, 1981. 
RM. 10. 

Fräulein Kahle’s slender paper-bound 
volume is a study of two hundred girls 
committed to two institutions, and ranging 
in age from 14 to 21. In so far as there is 
a theoretical framework of reference for the 
study, it is the sociology of Scheler and von 
Wiese, and the social psychology of William 
Stern; it is definitely not psychoanalytic in 
approach. The author has had over five 
years’ experience in institutional work and 
for the purpose of this study has acquired, 
either herself or with the aid of institution 
staffs, a large mass of material (case studies, 
court records, compositions, poems, and 
conversation) showing the attitudes of the 
girls and their families toward each other. 

She presents first the home situations 
from which the girls come, then the in- 
fluence of their adolescent period and of 
their life in the Home upon their relations 
to their families, and there is a final brief 
section, based on admittedly inadequate 
data, on the relation between their stay in 
the institution and the possibility of their 
founding good homes in the future. The 
book offers no study of a similar group of 
girls not in institutions, nor is any full 
length case study given. It must be 
admitted, however, that the hundreds of 
brief excerpts from expressions of the girls 
are used very effectively. The entire 
group is summarized in repeated tables 
based on the sort of homes from which they 
come or other significant factors in the 
situation. 

If the conclusion that girls in an institu- 
tion need fine personalities who can be 
substitute mothers to them is scarcely 
startling, the study is so well done that any 
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conclusion of the author would have to be 
accepted. We ‘have nothing which so 
vividly presents the variety which lies back 
of the phrase “broken home”—nothing 
that impresses one so much with the serious- 
ness of breaking up a home situation, in 
spite of the very great individual differences 
. in response to the period of institutional 
training. 
Witt1aMm Rex CRAWFORD 
University of Pennsylvania 


Rogers, Marta Lamsin. A Contribution 
tothe Theory and Practice of Parents Asso- 
ciations. Pp. 82. New York: United 
Parents Association of New York City, 
Ince., 1931. 50 cents. 

The difficulties and the successes of the 
United Parents Association of New York 
City in bringing about a federation of 
autonomous local units of parents with a 
program narrowed to education in child 
training and school policy, in which the 
central staff act as advisers only, are ana- 
lyzed in this pamphlet by an observer who 


was the Association’s executive secretary _ 


from its beginning in 1925 until 1929. 
The study is a well-written and valuable 
contribution. 
Davi K. BRUNER 
University of Pennsylvania 


Warren, Ropert, and Apams, Tuomas. 
Neighborhoods of Small Homes. Pp. xvi, 
205. Cambridge, Mass.: Harvard Uni- 
versity Press, 1931. 


This book and its companion volume, 
Building Height, and Bulk and Form by 
George B. Ford, should prove of great value 
to the real estate fraternity, appraisers, 
city planning consultants, and others in- 
terested in municipal affairs. 

Many tables are given showing the neces- 
sity of small homes, and much data adduced 
proving that the attractive small home fills 
an economic want in the community and is 
a profitable investment for the owner who 
rents it. 

Studies show improvements, costs, and 
community values, subdivision practices, 
housing costs, and other conclusions dealing 
with the economics of the problem of hous- 
ing. A comparison of the small home in 
England and in the United States indicates 
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that this problem has received far greater 
attention there than it has here. 
W. L. Pottarp 
Los Angeles 


Forn, Grorcee B. Rannar, A.B., and 
Cox, Luonarp. Building Height, Bulk 
and Form, Pp. xxviii, 188. Cambridge, 
Mass.: Harvard University Press, 1931. 
In recent years, housing and zoning have 

formed a large part of the work of many 

municipal bodies. Independent studies 
have been made in many cities, but little 
effort has been directed toward compiling 
the results of such studies and thus reaching 
some general conclusions. This volume 
presents a semitechnical analysis of housing 
throughout the United States, showing the 
effect on single and multiple dwellings of 
traffic, light, air, sunlight, dust, gas, noise, 
exposure, obsolescence, and other related 
factors. Its graphs and diagrams dealing 
with apartment-house use, rentals, and oc- 
cupancy are illuminating and should be of 
value to all persons interested in housing 


problems. 
W. L, POLLARD 
Los Angeles 


Hagerty, James Epwarp. The Training 
of Social Workers. Pp. viii, 199. New 
York: McGraw-Hill Book Company, 
Inc., 1931. $2.50. 

This book is made up largely of restate- 
ments of facts and findings other than those 
of the author himself, but his personal con- 
victions and broad experience lend color to 
interpretations. The opening paragraph 
of the author’s Preface explains why the 
book was written. He says: “The greatest 
freedom of discussion should attend the 
development of training in any field of 
human usefulness. This fact is the reason 
for the present volume on the ‘Training of 
Social Workers.’ ” 

It is typical of the entire book that ten 
questions are raised in this Preface, and 
instead ofthe direct and authoritative 
answers to all of them which one would ex- 
pect as the subject materials of the book are 
developed, there is “the greatest freedom of 
discussion”’ on some of them. 

- The book is written not for the strictly 

lay person nor yet for the more serious 

student seeking exact documentation on 
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programs for the training of social workers. 
The presentation of material is that of 
causeries in which, in all good fellowship, 
philosophical considerations are inter- 
spersed with historical sketches, personal 
reminiscences, or bits of statistical and 
descriptive data and quoted material. 
CuLon OwrNas 
University of Minnesota 


MacIver, Ropurt M. The Contribution of 
Sociology to Social Work. Pp. viii, 110. 
New York: Columbia University Press, 
1931. $2.00. 


Ten or a dozen years ago when social 
work adopted the prefix “professional,” it 
was charged with a primary lack of aca- 
demic prestige. More by elimination than 
by any special qualifications of sociology, a 
connection began to be made with this 
subject. . Upon this union there have been 
three points of view: (1) social work is 
- applied sociology; (2) social work and 
sociology are utterly unrelated; (8) social 
work is an art and is connected with so- 
ciology as a science when both deal with 
the same processes. 

The five lectures by Dr. MacIver which 
constitute this volume accept the last re- 
lationship and are concerned with the con- 
tribution of sociology. This limitation is 
made because an art is specialized in sub- 
ject matter as well as in objectives. Ob- 
jectives and ethical values are its special 
province; to them sociology is no more 
related than is any other science or phi- 
losophy of human relationships. Sociology 
is related first as a general orientating sub- 
ject, and second, in its study of the social 
problems of interest to social work. In the 
final chapter the potential contributions of 
social work to sociology are discussed. 

‘This book fulfills Porter Lee’s prefatory 
statement, being a clear, concise analysis. 
With this beginning we may anticipate a 
further elaboration of specific contributions. 

HAROLD A. PHELPS 

University of Pittsburgh 


SNEDDEN, Davin. Cultural Education and 
-Common Sense. Pp. xi, 324. New York: 
The Macmillan Company, 1981. $2.00. 
The author develops the relationship of ed- 

ucation and culture from the commonsense 
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viewpoint. He sets forth his conception 
of education and accepts the sociolo- 
gist’s meaning of culture. He then quotes 
extensively from well-known authors and 
comments on these quotations in the light 
of these conceptions. The fifth chapter, 
devoted to the “Problems of Advancing 
Culture in America,” points out the need of 
the “understanding of the values to be de- 
sired, and of the conditions affecting our 
present American collective living,” and 
then presents an analysis of cultural condi- 
tions in America. In the remainder of the 
book, the author discusses the relation of 
cultural educations to certain educational 
agencies and materials. 

The book is well written. The approach 
isfrom the concrete. Discussions and illus- 
trations take the place of formal definitions, 
There are numerous questions and sugges- 
tions which will create wholesome discus- 
sion, Some may disagree with the author 
but they doubtless will admit that he has 
been fair in his presentation. Sweeping, 
dogmatic statements are notably lacking. 

All students of education will find this 
book helpful; it will be especially useful to 
the student of educational values, and it 
has much that will interest those respon- 
sible for school policies. 

J. H. Minox 


University of Pennsylvania 


Neumann, Henry. Lives in the Making: 
Aims and Ways of Character Building. 
Pp. xiii, 370. New York and London: 
D. Appleton and Company, 1932. 
$3.00, 

Those who have a penchant for “helpful” 
and “inspiring” books will probably find 
their way to this volume without guidance; . 
others may need to be warned not to, con- 
demn unread all books of a class, and to be 
assured that Mr, Neumann’s volume is one 
of the best. 

The author, who is leader of the Brooklyn 
Society for Ethical Culture and author of 
several books on allied topics, has spared 
us many platitudes and much exaggeration, 
and given us a book that is, on the whole, 
sensible, well-informed, and moderately 
critical. As a cross-section of parental 
education, mental hygiene, and socialized 
education, it can make slight claim to 
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originality, and naturally falls into a strain 
of thin and impractical generalities. 

In public health and other fields we are 
familiar with the modern trend to substi- 
tute positive and constructive aims for 
prevention, just as prevention was earlier 
substituted for curative action. There is 
no reason why we should be satisfied with 
the prevention of delinquency or the solu- 
tion of behavior problems. Mr. Neumann 
asks us to aim higher, and suggests how 
nobler objects may be attained. The re- 
sult is a book that should prove useful to 
many. 

But there is no pleasing’ all patties in dis- 
cussions of moral problems. Emancipated 
radicals will find little to approve, and 
liberals will find their ever puzzling question 
raised again—how can we reconcile our 
urge to make the world better with our en- 
thusiasm for freedom? The reviewer notes 
with approval Mr. Neumann’s critical atti- 
tude toward tedious moralizing and the 
pernicious use of texts as sources of lessons 
which have only tenuous verbal connections 
with the real meaning of the text, and his 
recommendation of the socialized recita- 
tion, and his suggestions for further reading. 
He has his doubts about certain traditional 
views expressed on the subject of women 
and mothers and about references to the 
moral rottenness of modern literature, and 
he cannot help remembering that anxiety to 
make the young good has sometimes dis- 
torted or hidden portions of the truth. 

Wri1am Rex Crawrorp 

University of Pennsylvania 


MacIver, Roszrr M. Society: Its Struc- 
ure and Changes. Pp. xvi, 569. New 
York: Ray Long and Richard R. Smith, 
Tnt., 1931. $5.00. 

This is an important book, in more ways 
than one. 

First, it marks a growing catholicity and 
urbanity in American sociology. Although 
the writer minces no words in dealing with 
what he believes to be fundamental error, 
he states his case in a way that invites to 
discussion rather than to defiant self- 
defense, Moreover, the attention paid to 

-European writers is more thar casual and 
ancillary; references to Durkheim, Simmel, 
and Hobhouse are not mere displays of 
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undigested bibliographical learning, but | 
organic outgrowths of thorough, intensive 
study of these and other writers at first 
hand. (Italicization should be unneces- 
sary, but sad experience has taught the 
present reviewer that names may be ban- 
died about with second- and third-hand 
labels, illegible if not erroneous, pasted on 
them.) 

Second, sociology is presented as a special 
rather than a general, “synthetic,” social 
science. ‘The definition used is almost pre- 
cisely the same as that used by Leopold von 
Wiese, the neo-Simmelian opponent of 
“sociological megalomania”: “The subject 
matter of sociology is social relationships as 
such.” Other American sociologists, not- 
ably Park and Burgess, have proclaimed 
their allegiance to Simmel’s point of view, 
but Maclver seems closer to Simmel’s _ 
original intent than any one else with whom 
the reviewer is familiar, with the possible 
exception of von Wiese. 

Third, the problem of values and value- 
judgment is faced. Most American writers 
dodge it or obscure it in a haze of turgid 
rhetoric. MacIver follows Weber in assert- 
ing that sociology is an “understanding” 
science—that what human beings cherish or 
contemn and the reasons for their prefer- 
ences and aversions are sociologically vital. 
In other words, our science inevitably deals 
with values; the subjectively intended 
meaning of social actions is the focus of the 
sociological lens. This does not mean, 
however, that the objectively valid mean- 
ing, the final rather than the functional 
value, the moral ultimate, is sociologically 
relevant, as Hayes and Ellwood, among 
others, mistakenly assume; Maclver cor- 
rectly points out that “ultimate valuations | 

. . are beyond the reach of science” 
(p. 420) and that we “are not concerned 
here with moral ultimates, with what in 
any final sense ought to be or to be done” 
(p. 34). The sociologist inevitably deals 
with values, but he does not practice value- 
judgment. All this is clear enough in Mac- 
Iver’s book, but it is to be regretted that a 
few ambiguities of expression, particularly 
in the Preface, may lead the uncritical to as- 
sume that he champions the reformist cause 
in American sociology. As the above quota- 
tions indicate, he most certainly does not. 
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i And so one might go on, enumerating the 
‘important features of the book—but space 
forbids. The‘ flaws are of minor nature, 
, and are not fundamental. True, the book 
‘will probably prove “too difficult” for ex- 
tensive use as an elenientary text, although 
a good. teacher could achieve excellent re- 
sults with it. Introductions incorporating 
a larger amount of simple factual material 
will probably hold the field, whereas the 
“Principles” course, now frequently based 
on Park and Burgess, Ross, and -similar 
treatises, will grant a large place to MacIver. 
- Only one objection seems worth register- 
tng as such. It is unfortunate, in a way, 
that the effort to counteract the belligerence 
and the polemic absurdities of the extreme 
behaviorists should have drawn MacIver 
into a prefatory statement that is a little 
less poised and ironic than the book itself 
actually is. The best way to deal with 
dogmatic behaviorists is to ignore their 
antitheses and pseudo-dilemmas, and to 
“eultivate our garden.” Moreover, the 
moderate behaviorism of Mead, for example, 
has little or nothing in common with the 
extreme Behaviorissimus of Watson or 
Weiss. , But the above objection is, ‘after 
all, largely with regard to tactics; with 
reference to strictly scientific endeavor it 
does not apply. Every sociologist. worthy 
of the name must read this book. 
i Howard BECKER 
Smith College 


Tonnies, Ferpovanp. Einführung in die 
Soziologie. Pp. xx, 328. Stuttgart: 
Ferdinand Enke, 1931. RM. 11.60. 
This treatise is a simplification and an 

extension of the classic by the same author, 

. Gemeinschaft und Gesellschaft, first pub- 
lished in 1887. It is regrettable, in a way, 
that ‘Tonnies has ‘hot seen fit to include 
more of his older work in the volume under 
review, and particularly, has not dealt 
more extensively ‘with the concepts of in- 
stinctive will (Wesenwille) and arbitrary 
will (Kiirwille); for recent studies making 
use of the concept of mental mobility could 
profit greatly by a simplification of these 
' highly useful tools of analysis. As matters 
now stand, there is no doubt whatever that 
intetisive study of the older treatise is an 
absolute necessity if the more recent one is 
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to be understood, in spite of the fact: that 
the latter is supposed to be an’ introduction 
to sociology. : * 

The reviewer feels that he must register 
his regret that the writer, now nearing his 
seventy-fifth year, has so long delayed the 


' rounding out of his basic work; it is much 


to be feared that it is now too late. 


Howarp Becker ' 

Smith College 
Davy, Grorass. Sociologues @hier et 
aujourdhui. Pp. 305. Paris: Félix 


Alcan, 1931. 40 francs. 

The author, who is honorary dean of the 
Faculty of Letters of the University of Dijon, 
and rector of the Academy of Rennes, 
has assembled five studies published in 
various journals between 1923 and 1930. 
The first, and the only one which has had 
an English publication, is concerned with 
French sociology from 1918 to 1925. In it 
Davy distinguishes four main schools: the 
traditional school of Comte and Durkheim, 
the Social Reform which derives from Le 
Play, Espinas’ biological theories, and the 
psychological school represented by Tarde. 

The other sections deal more at length 
but not very critically with: (1) Espinas, 
and the change his thought underwent as it 
became less exclusively biological; (2) Durk- 
heim, as represented by his comparatively 
little known work on the family; (3) Mc- 
Dougall, especially his Group Mind; and 
(4) Lévy-Bruhl and_his theory of a distinc- 
tive and predominantly pre-logical and mys- 
tical primitive mentality. Lévy-Bruhl finds 
much more complete acceptance with him 
than with most American anthropologists, 
and he is an ardent disciple of Durkheim. 

Witt1am Rex CRAWFORD 

University of Pennsylvania 


Groves, E.R. Sociology. Pp.160. Phil- 
adelphia: J. B. Lippincott Company, 
1981. $1.00. 

This book is one of Lippincott’s “The 
Hour Library” series, written for the gen- 
eral reader; however, the student will find it 
an excellent introduction to sociology. 

In clear, simple language the author 
shows that sociology is the study of human: 
experience and that the sociologist is 
“stimulated” by the geologist, the physi- 
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cist, the chemist and the biologist, although 
these do not furnish him his “method or 
technique,” which “must be worked out 
from actual experience.” He briefly dis- 
cusses interaction, instinct, social heredity, 
culture, culture complex, cultural lag, in- 
vention, diffusion, social problems, and 
social progress. He shows how sociology 
lends practical assistance in the solution of 
social problems by emphasizing a broad 
understanding rather than by relying upon 
abnsgiving, legislation, agitation, or any 
other one method. He believes that social 
progress has been made when objective 
measurements, applied to long periods of 
time, indicate ‘“‘better resources,” “greater 
social security,” and an “increase of human 
satisfactions in social relations.” 
Oscar WESLEY 
Drexel Institute, Philadelphia 


Virrkanpr, ALFRED, ef al. (Eds.). Hand- 
wörterbuch der Soziologie. Third and 
fourth parts (these complete the work). 
Pp. 690 (total of 4 parts). Stuttgart: 
Ferdinand Enke Verlag, 1931. Vol. III, 
16.20 RM.; Vol. IV, 18 RM. For the 
whole work, 69 RM. paper covers, 74 
RM. bound. 


The first two volumes of this encyclope- 
dia of sociology have already been reviewed 
in Tue Annars by the present writer. He 
said of them, “No college or university 
library can dispense with the work if any 
claims to extensive facilities for research 
are made.” This is a fairly warm recom- 


mendation, but the last two volumes have _ 


so greatly exceeded the high promise of the 


`- first two that the sentence should be modi- 


fied to read, “No college or university 
library can dispense with the work.” Ger- 
many hereby demonstrates her right to 
contest. with the United States for leader- 
ship in sociological thought. By compari- 
son, France, Great Britain, and Italy are 
far behind. 
. HOWARD BECKER 
Smith College 


Swann, W., F. G. (and others). Essays on 
Research in the Social Sciences. Pp. viii, 
194. Washington, D. C.: The Brookings 

‘Institution, 1931. 


Nine leading authorities (W.F. G. Swann, 
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physics; W. C. Cook and K. N. Llewellyn, 
law; C. A. Beard, political science; J. M. 
Clark, economics; M. Bentley, psychology; 
A. M. Schlesinger, history; and W. F. Og- 
burn and W. I. Thomas, sociology) outline 
briefly some main problems of research in 
their fields. The essays are all more philo- 
sophical than technical. The Brookings 
staff probably profited more from the dis- 
cussions that followed than from hearing 
the papers. 

All the writers emphasize the necessity 
for observation of events others can see; all 
recognize the need for similar concepts to 
guide such observation. Some might ob- 
ject to that dangerous adjective “behavior- 
istic,” but all would probably call their ap- 
proach realistic. Llewellyn’s behavioristic 
conception of law was especially stimulating 
to the reviewer. Ogburn’s discussion of the 
choice of research problems is also very 
valuable. 

Reap Barn 

Miami University i 


Woopsury, Davin O. Communication. 
Pp. 280. New York: Dodd, Mead and 
Company, 1931. $2.50. 

This is a popular, fascinatingly written, 
but thoroughly documented and authentic 
summary of its subject. The treatment is 
somewhat limited in scope, however, in 
that it deals exclusively with aspects of 
communication at a distance. That is, it 
includes a compact history of the growth of 
such agencies as telegraph, cable, telephone, 
wireless, and mail services, of a “point to 
point” character; and such agencies of dis- 
tant “mass impression” as radio and tele- 
vision. It omits attention to media of 
transportation which facilitate communica- 
tion by bringing persons into contact, and 
such other agencies of mass impression as 
the newspaper and motion pictures. 

Chapters I and II, giving the history of 
early devices for the transmission of mes- 
sages, are of particular value in that they 
present data not otherwise assembled. 
Much of the material in other parts of the 
book parallels such popular treatments of 
science as Kaempffert’s Modern Wonder 
Workers. Much of the text is in a conver- 
sational style, illustrations are numerous; 
and the author is generous with interest- 
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ing speculations upon the future. A brief 
but substantial Bibliography is appended. 
While not a scientific treatise, the work 
is a substantial contribution to popular 
knowledge concerning an important aspect 
of scientific development fundamental to 
conspicuous social change. 
Sruart A. Rica 
University of Pennsylvania 


- Gamio, Manugn. Mexican Immigration to 
the United States. Pp.xvi,262. Chicago: 
The University of Chicago Press, 1930. 
$3.00. 


This book presents and discusses some of 
the essential facts regarding Mexican immi- 
gration to the United States—the source, 
the volume, and the destination, the immi- 
grant’s background, and his economic, 
social, educational, and religious life in this 
country. The study was carried on during 
1926 and 1927 by the author and his co- 
workers under the auspices of the Social 

` Science Research Council. 

Mexican immigration to the United 
States steadily increased from 1915 to 1929. 
By 1930, according to the census, there were 
in the United States nearly one and one- 
half million persons of Mexican birth or 
parentage. At first centered in the South- 
west, they gradually penetrated the Middle 
West and even the East. They became im- 
portant contributing factors to agricultural 
and industrial enterprises representing 
about five billion dollars; they became 
an important factor in the economic 
life of Mexico, since their remittances 
amounted to approximately $5,000,000 a 
year (1919-1927); they became a social 
problem, particularly in the Southwest, 
where their dependency was pronounced; 
and they became a political issue, due to the 
agitation in and out of Congress for their 
restriction. Even now that this immigra- 
tion is virtually suspended and large num- 
bers are returning to Mexico (110,000 are 
reported to have returned in 1930), the 
question is still before the Nation. 

The book is open to objection on the 
grounds that it gives too much attention to 
highly technical matters, as, for instance, 
the question of the accuracy of the migra- 
tion’s statistics; the author and his co- 
workers appear to have been strangers to 


Tur ANNALS OF THE AMERICAN ACADEMY 


the whole problem; the method they em- 
ployed is like that of a foreign visitor who 
makes a hurried visit to a country, investi- 
gates by the question-and-answer method, 
goes home, and writes a book; the method 
of discovering origin and distribution from 
a study of money orders is not altogether 
satisfactory; the translation presented in 
the chapter on “The Songs of the Immi- 


-grant” fails completely to seize upon or 


interpret the rich genius of the Mexican’s 
corridos. 

Notwithstanding these shortcomings, this 
is the only comparatively adequate single 
volume on Mexican immigration to the 
United States which we have up to the 
moment. Those portions which deal with 
the backgrounds—a field in which Dr. 
Gamio is thoroughly conversant—are par- 
ticularly valuable, rich with information, 
stimulating, and suggestive. These in- 
clude the chapters on “Social Mobility” 
and “Immigration and the Revolution,” 
and the Appendices dealing with illegal en- 
tries, race relations in New Mexico, folk 
lore, and the repatriated Mexican.’ Of 
fundamental value also are the author’s 
suggestions regarding a permanent migra- 
tion policy, which should look toward pro- 
viding temporary rather than permanent 
migration. 

Constantine Panunzio 

University of California 

at Los Angeles 


Gamio, MANOEL. The Mexican Immigrant. 
Pp. ix, 288. Chicago: The Chicago Uni- 
versity Press, 1931. $3.00. 


The best review of this book is contained ` 


in the introduction, written by Robert Red- 
field. Dr. Gamio, widely known among 
scholars for his excellent study La Pobla- 
cion del Valle de Teotihuacan, undertook, 
during 1926-1927, an investigation of 
Mexican immigration to the United States 
under a subvention from the Social Science 
Research Council.- Dr. Gamio and his 
assistants subjected a number of Mexican 
immigrants to “guided interviews” in the 
following manner: They provided them- 
selves with a “guide or classification of the 
most important mental and material typical 
characteristics of a series of individuals”; 
“established relations of confidence with 
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the immigrant and got him to speak spon- 
taneously on matters that came naturally 
to him”; and when the immigrant “found 
_ himself in a state of voluntary eloquence, 
the observation was completed by direct 
questioning.” “As soon as the interviews 
were at an end we wrote down the results 
obtained.” In this manner the materials 
were reduced into the “documents” which 
are presented in this book. 

The materials are classified under eight 
general headings: The Mexican Leaves 
Home, First Contacts, The United States 
as a Base for Revolutionary Activity, 
The Economic Adjustment, Conflict and 
Race-Consciousness, The Leader and the 
Intellectual, Assimilation, and The Mex- 
ican American. Although there is matter of 
lively interest in these “documents,” they 
` do not seem, to this reviewer, authentic. 

They lack that simplicity, aloofness, and 
reticence so characteristic of the typical 
Mexican immigrant. In fact they cannot 
be looked upon as documents at all, but 
rather the projection of the investigators’ 
points of view. Moreover, they are but 

` tiny fragments of the life stories, gathered 
together in casual and hurried manner, and 
afford not even small glimpses into the inti- 
mate backgrounds, the migration experi- 
ences, the aims, and the mental reactions 
of the typical Mexican immigrant. On 
the other hand, the uniformity of these 
stories and their smoothness and easy 
continuity do not embody the temper 
and the experience of the Mexican im- 
migrant. 

Thus, both science and art have failed the 
investigators. Moreover, the generaliza- 
tions implied in the chapter and subchapter 
titles form a questionable practice. The 
listing of the fragmentary experiences of 
two individuals under the caption “The 
United States as a Base of Revolution- 
ary Activity” or under “Patriotism,” 
and so forth, is a doubtful scientific pro- 
cedure. 

Criticism might also be respectfully di- 
rected toward the Social Science Research 
Council for supporting this type of investi- 
gation. The social sciences cannot afford 
any longer to follow such methods if they 
are to achieve the dignity of science. Such 
funds as are available for direct research 
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should be devoted to the establishment of 
laboratories which should be in direct and 
functional relationship with the people, the 
institutions, the processes, or the problems 
to be studied; in which studies should be 
conducted over long periods of time, as in 
the physical science laboratories, and where 
the primary concern should be to discover 
fundamental facts rather than to prepare 
materials for books or reports. 

There are elements of interest in this 
book, and some of the generalizations may 
prove useful. Some of the documents are 
faithful portrayals of the experiences typi- 
cal to the Mexican immigrant in the United 
States. 

CONSTANTINE Panunzio 


University of California 


Dunamer, Grorces (CHARLES Miner 
Txomeson, Translator). America the 
Menace: Scenes from the Life of the Future. 
Pp. xv, 217. New York: Houghton 
Mifflin Company, 1931. $2.00. 


This is just another book about America, 
written in a clever way but containing for 
the most part the ordinary caustic observa- 
tions about the United States. There are 
the usual references to prohibition, the 
“movies,” the American language, Ameri- 
can advertising, bathrooms, and standard- 
ization. It is largely superficial and some 
of it is even mildly annoying. To under- 
stand the United States is not easy, even 
for a native of the country steeped in its 
atmosphere; and we need the detached ob- 
servations of theforeigner. But reiteration 
of criticisms that have little to recommend 
them but their facile cleverness, not only 
irritates the object of such comments but, 
by adding to misinformation about America 
in Europe, increases friction. 

Out of justice to the French author it 
should be noted that the title does not ac- 
curately describe the contents of the volume. 
Moreover, the Preface is more thoughtful 
than the main text, and shows his reali- 
zation that whatever of weakness or of 
strength comes from the United States is 
spreading to Europe and profoundly influ- 
encing it. 

Ernest Minor PATTERSON 

University of Pennsylvania 


240 

ORTH, SAMUEL Perwer, and CUSHMAN, 
Rosert Eucene. American National 
Government. Pp. ix, 766. New York: 
F. S. Crofts and Company, 1931. $3.50. 

CRAWFORD, Fınua Gorr. State Govern- 
ment, Pp. x, 585. New York: Henry 
Holt & Company, 1931. $3.50. 


These two works are valuable additions 
to the literature descriptive of the organiza- 
tion and functions of the government of the 
United States of America. They are com- 
plementary so far as their subject matter is 
concerned, but they differ in style and man- 
ner-of presentation. 

American National Government was begun 
as an individual undertaking by Professor 
Orth, and the manuscript was well along 
toward completion at the time of his death 
nine years ago. The task of bringing the 
text to completion by the addition of five 
chapters to the seventeen already prepared, 
and of making necessary additions and re- 
. Visions in the latter, was the task assumed 
by Professor Cushman. The reader will 
note with interest how well he has per- 
formed his task, not only with respect to the 
material he has added, but in skillfully con- 
forming to the general method of treatment. 
In the chapters he has written, particularly 
those dealing with the Constitution and the 
courts, he is in familiar fields. 

Before one has read far into the volume, 
he will discover that here is a work outstand- 
ing in style, in interpretation, and in bal- 
ance. The subject matter covered, which, 
although prepared for university classes 
primarily, will be of interest to the general 
reader, includes chapters on the Constitu- 
tion, the office of President, the cabinet, 
Congress, the courts, and the government 
of the territories. This book will go far to 
popularize the study of our Federal Gov- 
ernment, not by making it simple but by 
showing our political system as a living in- 
stitution. Selected readings are published 
at the conclusion of each chapter, and the 
text of the Constitution of the United 
States is included. 

State Government presents a subject in 
many respects more difficult. Professor 
Crawford is not dealing with a single govern- 
ment but with forty-eight, as he suggests in 
the Preface. The difference in treatment 
that this requires is evident. Yet the work 
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isdonewell. Thestructure of State govern- 
ment is described and there are chapters on 
legislative and administrative control of 
local government and a chapter each on 
municipal and county government. Such 
functions as the control of public utilities, 
education, the regulation of business, the 
conservation of health, and the labor prob- 
lem are treated in separate chapters. The 
book is full of information. It is accu- 
rate and up to date. There are copious 
footnotes as well as a well-organized Bib- 
liography. 
S. GALE LOWRIE 

- University of Cincinnati 


Suunrz, Wiiu1am J. American Public 
Finance and Taxation. Pp. xxii, 635. 
New York: Prentice-Hall, Ine., 1931. 
$5.00. 


Dr. Shultz was for some time connected 
with the National Industrial Conference 
Board. In writing this text he has had the 
advantage of the use of its files of research 
information, as well as those of the tax de- 
partment of the Prentice-Hall Corporation. 
The result is a very factual product, at 
times almost a handbook, so that the author 
accomplishes his stated purpose. He in- 
cludes somewhat more material than most 
other textbooks in the field, which fact has 
both its advantages and disadvantages. 
He is to be commended for the up-to-date- 
ness of the information he furnishes, as well 
as for giving considerable attention to the 
theory of taxation. With some of his con- 
clusions the doctors may disagree; but, after 
all, one of the uses of a text is to serve as a 
point of departure for the professor by giv- 
ing him something with which to differ. 

A commendable feature is the inclusion of 
chapters on the Constitutional aspects of 
taxation, in which frequent reference is 
made to court decisions. This is gratifying 
to the reviewer, who feels that the study of 
public finance in the past has been perhaps 
too much in the realm of economics and not 
sufficiently in that of political science, 
This, however, has been the fault not so 
much of the economist as of the political 
scientist. 

The book is arranged in a convenient 
number of chapters for purposes of assign- 
ment. Division into numerous sections 


Boox DEPARTMENT 


and the use of heavy type for “important” 
points make it very usable. The latter 
feature may possibly occasionally tempt the 
hurried undergraduate to omit reading all 
the details of the lesson, but lends itself 
readily to review. Fifteen tables, three 
charts, an index of case citations, and a 
general index are included. Footnotes are 
copiously employed and suggested readings 
are listed at the end of each chapter. 
Taken all in all, this effort certainly de- 
serves consideration by those choosing a 
text in the field. 
H. R. Enstow 
Union College 


Hurcamson, Rore Guerre. State-Ad- 
ministered Locally-Shared Taxes. Pp. 
157. New York: Columbia University 
Press. $2.25. 

One of the major problems in public 
finance is the disparity between functions 
and tax sources of the state and its local 
subdivisions. At one time “‘separation of 
sources,” and in more recent years state aid 
or subventions for special services, were ad- 
vanced as remedies. More radical tenden- 
cies are illustrated by the recent action in 
North Carolina whereby complete financial 
responsibility for schools and county roads 
was placed upon the state. 

This study deals with a more moderate 
method—state collection or administration 
of certain taxes, and the return of part or all 
of the proceeds to local units. The chief 
findings are as follows: 

(1) The number of taxes so administered 
and shared has increased from 17 prior to 
1900 to 142 in 1929, the greatest increase 
coming between 1920 and 1925. 

(2) In 1928, taxes returned amounted to 
5.6 per cent of total local tax revenue, com- 
pared with .9 per cent in 1902. 

(3) In 1928 the use of 61.2 per cent of 
such locally shared taxes was designated by 
the state. 

(4) In 50 per cent of the cases the pro- 
ceeds are returned to the units where 
collected, but 69.5 per cent of the total pro- 
ceeds are reapportioned, due to the practice 
of reapportioning the more lucrative taxes. 

Separate chapters are given to corpora- 
tion, inheritance, motor transportation, 
forest, and severance taxes, with a brief 
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chapter on similar developments abroad. 
The author believes there is little justifica- 
tion for sharing the inheritance tax. For 
the others, it is suggested that the proceeds 
be pooled and returned “according to one 
criterion,” based on needs of the local dis- 
trict, and that the returns should be a fixed 
amount to eliminate fluctuations due to 
changes in tax revenues. It is admitted 
that this plan would require a complicated 
formula, but no attempt is made to con- 
struct one. The failure, after years of ex- 
perimenting in various states, to devise a 
satisfactory formula for distribution of 
school funds suggests the magnitude of the 
task and indicates that the rule-of-thumb 
methods now used will continue indefinitely. 

The book contains a Bibliography and a 
detailed citation of statutes for tracing de- 
velopment of such taxes in each state. 

C. P, Warre 


University of Tennessee 


Purrer, Guorcs Wuarton. Family Quar- 
rels: The President, The Senate, The 
House. Pp. ix, 192. New York: Baker, 
Voorhis and Company, 1931. $2.50. 
This book consists of three lectures given 

by former Senator Pepper at the University 

of Virginia in 1930. Domestic peace in the 

American governmental household has fre- 

quently been disturbed by the Senate in 

performing its functions of ratifying treaties 
and confirming appointments, and by both 
houses of Congress in exercising their power 
to conduct inquiries looking towards legis- 
lation. Mr. Pepper’s views on the subjects 
which he discusses seem to the reviewer to 
be on the whole justified by the evidence. 
The apparently “unpromising partnership” 
of the President and the Senate in treaty- 
making he finds has “abundantly justified 
itself.” Even with the unexplored possi- 
bilities of Myers v. United States, one can 
scarcely disagree with him when he says: 

“While I adhere to the view that executive 

nominations should be rejected by the 

Senate only for reasons which everybody 

would agree to be sufficient, yet I venture to 

record a protest against any conception of 
the executive office which invests it with 
uncontrollable power.” Congressional in- 
vestigations he finds uncontrollable by 
any mere governmental machinery so far 
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evolved and subject only to such restraints 
as may be applied by the development of 
public standards of fair play. 
‘ The book is written with great lucidity 
and considerable grace of language and 
should be both interesting and valuable to 
those who wish a brief but trustworthy dis- 
cussion of the important problems with 


which it deals. 
Lane W. Lancaster 
University of Nebraska 
Wurms, Bensamin H. The United 


States and Disarmament. Pp. xi, 861. 

New York: Whittlesey House, McGraw- 

Hill Book Company, Inc., 1931. $3.50, 

In his Influence of Sea Power upon His- 
tory, Mahan has demonstrated the decisive 
influence of sea power in the.race for na- 
tional prosperity and dominance. Profes- 
sor Williams proves that in many crises, 
sea power has failed its confident possessors. 
Washington’s expression of faith in the 
French Navy as the power to “terminate 
the war” is shown to have been but a pious 
wish. For “instead of giving such aid, the 
French Navy scudded off . . . and did not 
come back.” For the United States, dis- 
armament signifies the abandonment of the 
desire to become sea-minded, created by the 
stirring of “the combat memories of the 
race” during the World War kept alive by 
“aggressively nationalistic groups” even 
after the restoration of peace. Professor 
Williams courageously defends the thesis 
that this desire should be abandoned as a 
menace to American investments abroad 
and as a hindrance to commercial ‘expan- 
sion. 

JOHANNES MATTERN 
The Johns Hopkins University 


Myers, Denys P. The Reparation Settle- 
ment’ 19380. -Pp. xiii, 252. Boston: 
World Peace Foundation, 1930. $2.50. 

Scuacat, Harmar (Gannett, Lewis, 
Translator). The End of Reparations. 
Pp. 248. New York: Jonathan Cape 
and Harrison Smith, 1931. $3.00. 

Rocers, James Harvey. America Weighs 
Her Gold. Pp. xiii, 245. New Haven: 
Yale University Press, 1931. $2.50. 
These three volumes in combination fur- 

nish an interesting and valuable survey of 
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the present disturbed world scene, This 
review is being written just as the Advisory 

Committee on the Young Plan has pub- 
lished its report, and prior to the meeting of 
the proposed political conference to which 
this report will be referred. The report and 
the volumes under review present the 
Young Plan, Germany the great debtor, 
and the United States the great creditor. 

Dr. Myers’ volume is a factual study. 
Starting with the Spa agreement of 1920, 
the development of the problem is sketched, 
the meeting of the experts at Paris in 1929 is 
described, and then in successive chapters 
the main features of the Young Plan are 
set forth. Over one hundred pages are de- 
voted to appendices in which are recorded 
the text of the Young Plan with a summary 
of the annexes, the leading documents 
connected with the Bank for International 
Settlements, and various agreements re- 
garding intergovernmental indebtedness. 
The value of this collection in so convenient 
a form is very great. 

Dr. Schacht’s treatment is in sharp con- 
trast. Smarting under his experiences 
since 1923, he writes with vigor. His vol- 
ume is an attack upon the Allied Powers 
for the “immorality of the Versailles 
treaty,” for the “crime” of invading the 
Ruhr, for the disposition of Upper Silesia, 
and for “bleeding Germany white” through 
reparation collections. But it is also a bit- 
ter arraignment of the political leadership 
of Germany, particularly for the alleged 
failure of the Government to support him 
and his associates during the conference at 
Paris in 1929. Even more, it is an indict- 
ment of the capitalist leadership of the 
world. One can almost fancy he is listen- 
ing to Lenin or Trotsky—“Never was the 
incapacity of the economic leaders of the 
capitalistic world so glaringly demon- 
strated as today.” 

, The events of 1981 strongly support even 
so fiery a denunciation of the Young Plan, 
and warrant the title of the volume, The 
End of Reparations. At the moment, an 
extension of the Hoover moratorium seems 
more than probable in spite of the attitude 
of the American Congress, and there are 
few expert observers who now believe that 
payments will ever be resumed. Those 
who wish a forceful presentation of the 
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German case by one who was for many 
critical years the President of the Reichs- 
bank and is now a leader in the opposition 
to the moderate German Government, will 
find this volume worth while. Its value 
in this regard is so great that it is not im- 
portant here to dwell upon some of its 
minor inconsistencies and weaknesses. 

Walther Rathenau on more than one oc- 
casion referred to Germany as the end link 
of a chain related to the other links in but 
one direction, that of debtor. At the other 
end he saw the United States, with the 
opposite relationship, that of creditor. 
England, France, Belgium, Italy, and the 
rest were intermediate links and were both 
debtors and creditors. Professor Rogers, 
in America Weighs Her Gold, discusses the 
great creditor link in the chain. He 
frankly undertakes a simple and readable 
presentation of a topic that is usually pre- 
sented in a dry and tedious form, and he 
succeeds admirably. Any one who has 
even an elementary interest in the subject 
can follow his discussion of gold, the inter- 
national balance of payments, international 
debts, and the current business depression 
in its international aspects. He hopes to 
present later what he refers to as a “more 
finished presentation.” s 

Perhaps the most important idea in the 
volume is that of the difficulty in breaking 
out of our vicious circle. With an interest- 
ing quotation from Henri Fabre anent the 
behavior of a group of pine caterpillars, 
Professor Rogers emphasizes the inertia of 
our business structure and of our mental 
processes. To break away from a vicious 
situation and establish new adjustments 
calls for greater adjustability than we seem 
to possess. Within narrow limits we secure 
better adaptations in our international 
economic life by fluctuations in gold move- 
ments, tourists’ expenditures, and other 
items in the balance of payments; but they 
are inadequate. Thus far we are not ready 
to eliminate such obstacles as the inter- 
government debts and excessive tariffs. 
Here and there the reviewer finds himself in 
disagreement, but only on minor points 
which need not be elaborated in so brief a 
review. 

ERNEST MINOR PATTERSON 
University of Pennsylvania 
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Linsey, Epwarp. The International Court. 
Pp. xix, 347. New York: Thomas Y. 
Crowell Company, 1931. $8.75. 


This is a useful contribution to the al- 
ready large literature bent on allaying 
American suspicions of the League of Na- 
tions in general and the World Court in 
particular. The sections dealing with the 
Hague Conferences, the plan, the compe- 
tence, the jurisdiction, the organization, the 
decisions, and the advisory opinions of the 
Court, and the Appendix are a matter-of- 
fact presentation of data available in more 
or less complete form in many other places. 

The chapters on the rise of international 
law and the growth of international society 
are well done. In them the author gives 
implicit expression of his own faith in the 
cause. One hates to add that such expres- 
sions of faith are, from their very nature, 
uncritical. 

In the Conclusion the author accepts the 
analogy of municipal courts and the Inter- 
national Court. Concerning the provisions 
of the Statute of the Court that a decision 
of the Court has no binding force except be- 
tween the parties, he points out that this 
“is true of the decision of the precise ques- 
tion at issue in any Court.” In this con- 
nection both friend and opponent of the 
Court should welcome the author’s demon- 
stration of analogy with regard to the fact 
that in the World Court the parties to the 
question at issue can be represented by 
judges of their own nationality, and that 
any other member of the bench may by 
virtue of national affiliation be either 
strongly favorable or equally hostile to one 
of the parties and the party’s cause. ` 

JOHANNES MATTERN 
. The Johns Hopkins University 


Cooxz, W. Huwry, and Sriceney, Eprra 
P. (Eds.). Readings in European Inter- 
national Relations Since 1879. Pp. xxxiv, 
1060. New York and London: Harper 
and Brothers, 1931. $4.00. : 

This latest offering in Harper’s Historical 
Series makes a creditable effort to fill the 
long-felt need of a volume of readings to 
facilitate the teaching of the history and 
diplomacy of the period from the Congress 
of Berlin to the Summer of 1929. It is very 
inclusive, giving not only fundamental 
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diplomatic and official documents but also 
authoritative statements and comments 
and newspaper selections, so that it fur- 
nishes much material not available, or at 
least not conveniently available, for class 
use in most colleges or, indeed, universities. 

One hundred and eighty-three main 
topics are listed, and for many of them 
several selections are given. The five 
main divisions are: Part I. Diplomatic 
Europe, 1879-1914; Part IT. The Immedi- 
ate Origins of the War, June-August, 1914; 
Part II. The War, 1914-1918; Part IV. 
The Settlement, 1917-1920; Part V. Re- 
orientation. In the latter part some of the 
topics are: the organization and work of the 
League and the Court; mandates; the 
Washington Conference; the Dawes Re- 
port; the outlawry of war; the Italo-Vatican 
agreement; and the Young Plan. 

Second only to the careful selection and 
editing of the items to be included in a 
book of readings, is the matter of introduc- 
tory, explanatory paragraphs to link them 
together into a consistent, narrative whole. 
This the editors have handled in an accept- 
able manner. It seems that it would have 
been better to use a distinctive type to set 
these introductory paragraphs off from the 
text of the selections. All in all, the collec- 
tion seems a very useful one. Under a 
skillful teacher it may very well occupy a 
large place in the plan of a course on the 
period, 

Harod R. Enstow 

Union College 


Carman, Harry J., and McKxrsr, SAMUEL. 
A History of the United States. Vol. 1, 
1492-1865. Pp. xii, 904. New York: 
D. C. Heath & Company, 1931. $4.00. 
Last year Professor Carman published 

the first volume of a Social and Economic 

History of the United States, dealing with the 

years 1500 to 1820. The book under re- 

view contains the material found in that 

volume somewhat reduced in size and di- 

vided into shorter chapters, with the addi- 

tion of an account of the story down to 

1865. This volume follows the same lines 

as the former, bringing into compass for 

classroom use much social and cultural 
history not hitherto available for such pur- 
pose. The main thread of interpretation, 
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which is socio-economic, does not omit the 
political but places it in its proper place as 
one of the many phases of American de- 
velopment. 

This work sets a new standard for text- 
books and gives college and university 
students a much more complete and vital 
knowledge of the variety of American effort 
and achievement. The book is very 
generously supplied with a number (48) of 
valuable charts and maps, and a very inter- 
esting and enlightening feature is the series 
of illustrations. A convenient and com- 
prehensive book list is appended to each 
chapter. 

Roy F. Nrcuors 

University of Pennsylvania 


OBERHOLTZER, Erurs P. A History of the 
United States Since the Civil War. Vol- 
ume IV: 1878-1888. Pp. 743. New 
York: Macmillan Company, 1931. 
$5.25. 


The plan and the method in the fourth 
volume are the sdme as those used in its 
predecessors. After a brief discussion of 
conditions accompanying recovery from the 
panic of 1873 come two long chapters on 
the Garfield and Arthur administrations 
and the election of 1884. Following a long 
digression on the Chinese problem, two 
other chapters deal exhaustively with three 
years of the first Cleveland administration. 
The two concluding chapters are devoted 
to conditions in the South and the West. 

The political phases of this book are en- 
riched by the use of the Sherman, Cleve- 
land, and Chandler papers which have 
never been used in their entirety by one 
scholar before. , These papers supply nu- 
merous details which are new, without 
changing the general outline of the story. 
The last two chapters are the most valuable, 
especially that dealing with the South. 
Here the author has made an extensive 
search for material, especially in Govern- 
ment reports, with very interesting results. 

As is usual, in these volumes there is a 
minimum of interpretation and synthesis. 
The political story which is here developed 
is a depressing one. The more facts we 
learn about politics in the seventies and the 
eighties, the more we must face fraud, 
chicanery, and spoilsmanship of the worst 
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- sort. But at the same time our economic 
development was increasingly tremendous, 
and it is to be hoped that in his next volume 
Dr. Oberholtzer will devote more space to 


this phase and give us the benefit of his , 


great knowledge by expressing his opinions 
on the relations of politics and business in 
those active years before the turn of the 
century. 
Roy F. Nicuois 
University of Pennsylvania. 


Lancer, Wituiam L. European Alliances 
and Alignments. Pp. ix, 509. New 
York: Alfred A. Knopf, 1931. $5.00. 


This is a work of exceptional significance 


to all students of the history of European. 


international relations. In scholarly merit 
and finality it ranks with the author’s 
Franco-Russian Alliance (1929) to which 
it is complementary. It is diplomatic 
history of the best sort, because it projects 
the activities of the diplomats upon the 
larger background of political and economic 
development, which in a last analysis must 
determine the direction of all important 
diplomatic effort. The book is the more 


timely because so much of what is being’ 


written today on the diplomatic history of 
the prewar period loses itself in a meticulous 
analysis of diplomatic notes and reports 
which can be properly interpreted only by a 
thorough knowledge of the economic and 
imperialistic ambitions of the powers con- 
cerned. Fortunately the author is familiar 
with these, and the book may be said to be 
extraordinarily well grounded. The treat- 
ment is objective and factual, the interest 
being sustained by an unusually logical 
presentation of facts and events. 

In general, one is impressed with the 
extent to which purely European issues 
dominate the period. Even Bismarck, 
who, far more than other statesmen, sensed 
the impending changes toward the end of 
his career, nevertheless was “to the end 
primarily a Continental statesman” (p. 
104). His policy to maintain the status 
quo by “a series of security pacts”; his 
persistent efforts to relieve the pressure on 
the German frontier by diverting the Euro- 
pean powers into colonial fields; and the 
conflicting ambitions of Russia, Austria- 
Hungary, and: Great Britain in the Near 
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East are the main concern of the book. 
This naturally brings under review the 
readjustments after the Franco-Prussian 
War; the war scare of 1875 and the crisis of 
1887; the Balkan problems; the Russo- 
Turkish War and the Congress of Berlin; 
the Triple Alliance; English occupation of 
Egypt; the growth of an intense nationalism 
in France and Russia; Bismarck’s League of 
Peace, and “the end of the Bismarckian 
system.” Colonial and naval rivalry and 
economic imperialism which occupied the 
stage of Europe in the decade immediately 
following do not yet appear as major issues. 
Exception will be taken by some to the 
thesis that the dismissal of Bismarck in 
1890 and the failure to renew the Rein- 
surance Treaty with Russia mark “the end 
of the Bismarckian system.” Since the 
author means by the system the underlying 
objectives of Bismarck and the policies he 
followed to obtain them, the reviewer is in 
complete accord with the statement. Fol- 
lowing upon the Chancellor’s dismissal and 
Emperor William IT’s refusal to renew the 
insurance treaty, Russia broke away from 
Germany’s tutelage to form the alliance 
with France, while Germany struck out if 
not entirely.on a new course (Neue Kurs) 
at least on one so lacking in clear-cut ob- 
jectives and methods that it could no longer 
be regarded as the system of Bismarck. 
Wirum E. LINGELBACH 
University of Pennsylvania 


Tirman, Carrot., How to Forecast a 
Bull Market. Pp. 245. Boston: Eco- 
nomic Publications, Inc., 1981. $5.00. 


Here is another book about how to de- 
fraud the business cycle. An overcautious 
reviewer might reject it as mere advertising 
and be technically correct. So frequent 
and so adulatory are the references to the 
success of the author’s private forecasting 
service and system, attested by excerpts 
from literally scores of letters and telegrams, 
that one should not be surprised to discover 
at the end the familiar “Do-it-now” special 
price subscription coupon, Nevertheless, 
though he brags about it a man may be a 
scientist, and he may have a contribution 
even if he peddles it. 

Tillman’s formula for buying and selling 
common stocks (he has only contempt for 
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other investments) Is grounded on what he 
conceives to be an unchanging and natural 
relationship between the volume of physical 
production of goods and stock prices. As 
history this appears sound, and one even is 
inclined to accept Tillman’s dictum that 
not only is man’s consuming ability (re- 
flected by, production volume) not in- 
finitely inflexible, but it fluctuates rather 
narrowly within fairly predictable limits. 
(Colonel Ayres’ studies back to 1790 bear 
him out.) Even ‘on the author’s next step 
in logic, which he bases on records only to 
1879, one can concur: The danger mark for 
business on the up-swing appears to come 
when production volume reaches or goes 
through 10734 per cent of 100 or normal 
in the Annalist monthly index; on the down- 
swing the turn is indicated at 87. When 
the first happens, it is time to sell common 
stocks; when the second, to buy. 

With so much we can heartily agree, but 
two stumbling blocks yet remain to con- 
found the tightest economic history and the 
most intelligently: cast formula. One is 
inherent in every attempt to see the future. 
The second is the bogey of the professional 
forecaster in particular. To take the first: 
History, especially economic history, may 
not repeat; and if it does not, making all 
the allowances you may, what of your sys- 
tem? Tillman has thought of this too, and 
decides to stake all on the permanence of 
the market-production relationship. As 
for the second, the temptation, the neces- 
sity even, of a commercial service is to try 
to call the turn more and more. accurately, 
to confound one’s competitors and critics, 
and so to sell more subscriptions. Hence, 
the general formula is restated specifically, 
to make it easier to read, to make it avail- 
able for literally everybody with a dollar 


to invest. Here are the plain words of the . 


golden rule: “Purchases in depression made 
within six months after 87 has been touched 
will always be within 15 per cent of the 
actual lows. Stocks sold within six months 
after the business index hits 10734 will 
always be within 15 per cent of the top” 
(p. 99). This mechanical yardstick is 
given in spite of strictures elsewhere on the 
folly of trying to pick an exact time to buy 
or sell, and of statistics for example which 
show lags of as many as 10 months between 
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87 and the cycle bottom. And this is his 
downfall. For, following the system, when 
the production index went to 86.8 in July 
1930, it touched off the signal to buy; in 
fact the Tillman Service published June 
1931 as the absolute market low for the 
current cycle. Yet since this promised low 
we have experienced (up to December 
1931) two more sinking spells of alarming 
pitch and speed, and the Standard Statistics 
industrial average is 30 points below the 
low levels of that month. Six months 
from July 1930 takes one only to January 
1931; and with the most charitable wish in 
the world, one cannot read into price 
changes since then a decline of only 15 per 
cent, 

It is an over-easy feat to sit back and 
wait for others, more bold, to make mis- 
takes—a too common practice of the 
academician. What shall be concluded, 
in all helpfulness, on the spectacle of a 
“system” which would seem always to have 
worked, but which breaks down in an ex- 
ceptional time? It is true that in bull 
times it is hard for optimists to make mis- 
takes, and market services and systems 
flourish like Jonah’s gourd. It is true like- 
wise that looking back is safer as a guide of 
conduct for the past than for the future. 
At the same time, these are unusual days, 
and a mere pedant, if he had phrased Till- 
man’s very conclusions in the usual tenta- 
tive scholastic tone, would probably escape 
rather easily and live to patch up the whole 
embarrassing exception in a new edition. 
It is just here that the cocksure business 
prophet is hoist on his own petard. Eco- 
nomics is not yet a science, and books such 
as this are the evidence. 

i C. A. Kurre 

University of Pennsylvania 
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The Investment Return from Life Insurance 
By M. ALBERT LINTON 


HE problem involved in the title 
has no ready solution. The basic 
concepts underlying the life insurance 
. contract are simple but many of their 
ramifications are not. We discover 
that this is true when we seek to cal- 
culate the investment return in living 
benefits which may be realized from 
a life insurance policy. By living 
benefits we mean those which accrue 
from the continued life of the policy- 
holder and not those which accrue to 
` the beneficiary when the life insurance 
company pays a death claim. The 
amount then paid frequently exceeds 
by several hundred per cent the pre- 
miums paid by the policyholder. How- 
ever, this abnormal gain is not an invest- 
ment return in the sense we use it here. 
In this article we give the results of 
an investigation, that has just been 
completed, into the investment return 
on certain contracts of a group of well- 
known life insurance companies. We 
also point out the fallacies underlying 
certain claims which have frequently 
been made by enthusiasts in presenting 
the investment merits of life insurance. 


PROPERTY Insurance ANALOGY 


In order to provide a background 
for the analysis of the life insurance 
contract, let us consider a hypothetical 
example based on property insurance. 

Suppose you purchase a building 
for business purposes and at the same 
time borrow $100,000 by a mortgage 
on the building. We will assume that 
the mortgage must run for twenty 
years without your having the privi- 
` lege in the meantime of paying off any 
part of the principal. To meet the 
principal payment twenty years hence, 
you will set aside at the beginning of 


each year a sum which at 5 per cent 
compound interest will accumulate to 
$100,000 in twenty years. Calcula- 
tions show that this will require a 
yearly provision of about $2,880. At 
the end of the twenty years the ac- 
cumulated fund will be $100,000, of 
which $57,600 will be principal and 
$42,400 the interest accumulation. 

We assume, further, that the money 
is loaned on condition that you keep 
the building insured against fire, earth- 
quake, and windstorm damage, to the 
extent of $100,000, on which the 
annual premium is assumed to be 
$1,000. The annual outlay for the 
sinking fund and for the insurance pro- 
tection will therefore total $3,880. 

Twenty years hence, assuming the 
building to have escaped the hazards 
insured against, you should be in pos- 
session of the accumulated fund of 
$100,000. Suppose at that time you 
instruct your accountant to find out 
whether you have really received the 
equivalent of 5 per cent compound 
interest on the installment payments. 
In making the calculation, he notes the 
total outlay of $3,880 a year, and after 
using that sum as a basis for his com- 
putation, informs you that only 23% 


‘per cent has been realized on your 


installments! Will you not send him 
back to do his work correctly, telling 
him that the $1,000 annual outlay for 
insurance protection had no part in the 
calculation? That outlay was not an 
investment in any ordinary sense in 
which the word is used. By making 
use of the true investment outlay of 
$2,880 a year, the correct return of 5 
per cent will be disclosed. 

In this illustration we have assumed 
the program to be carried through for 
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_ the twenty-year period. Suppose in- 
stead that at the end of the first year 
the building is burned and a fire loss 
of $100,000 is paid. As the owner of 
the property, you will have had a 
handsome return from your premium 
outlay. If some one should claim that 
you had received an “investment re- 
turn” running up to several thousand. 
per cent, could such a claim be used as 
an argument that fire insurance is an 
investment in the sense that bonds or 
stocks or mortgages are investments? 
To ask the question is to answer it. 


Tue LIFE Insurance PROBLEM 


By this time it must be clear that 
the foregoing illustration has a definite 
bearing upon the investment return to 
be realized from a life insurance policy. 
The premium which is paid each year 
upon say an ordinary life policy, is 
made up of two elements: an invest- 
ment element which builds up the cash 
values guaranteed in the policy, and an 
insurance protection element which 
enables the company, in the event of 
death, to pay not only the amount of 
the cash value but also the amount that 
must be added to make the payment 
equal to the face of the policy. 

In order to make any headway in 
computing the interest return upon the 
investment element of the premium, 
it is necessary first to remove the pro- 


tection element and to concentrate 


upon the investment element alone. 
If that is not done, the results will be as 
misleading as the erroneous conclusions 
mentioned in connection with the 
property insurance-sinking fund exam- 
ple; the interest return in living bene- 
fits based upon the total premiums 
paid. will be as wrong as the 23% per 
cent in the illustration; the claim of an 
enormous rate of investment return 
when the insured dies will be as un- 
warranted as a similar claim when the 
building lies in ruin after a fire. 


In each case it is good business to 
have the protection; but in neither 
case is the protection premium an in- 
vestment outlay. It is paid to provide 
indemnity coverage should something 
of value be destroyed. Unless life 
insurance enthusiasts make the dis- 
tinction between the investment and 
the protection elements in the life 


. insurance contract they cannot expect 


writers in the investment field to take 
them seriously. 

The reason the separation of the two 
elements in a life insurance policy has 
been made so infrequently is that the 
necessary calculations are complicated. 
This is to be regretted, for the miscon- 
ceptions resulting from the failure to 
employ sound methods of analysis 
have been widespread. Repeatedly 
one encounters the statement that life 
insurance is valuable as protection but 
of little value as an investment because 
the interest return is too low. 

That this widespread belief should 
exist is unfortunate, especially in the 
light of the events of the last two years. 
We shall never know the extent to 
which it has prevented vast sums from 
being invested in life insurance which 
instead ‘were invested elsewhere and 
are nowa total loss. The effort there- 
fore to present the results of a correct 
analysis is worth while. These results 
lead to interesting conclusions which 
are quite at variance with the opinions 
held by thousands of thoughtful peo- 
ple. 


Tue Mernop or ANALYSIS 


In order to have an analysis that 
will rest upon a broader foundation. 
than that furnished by the experience 
of one company only, we have used the 
composite figures supplied by ten well- 
known mutual life insurance compa- 
nies. The ordinary life policy has been 
chosen for the test. The period over 
which’ the test is made runs from the 
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date the policy is issued until the 
policyholder reaches age sixty-five. 
It is assumed for convenience that 
$50,000 of ordinary life insurance is 
taken simultaneously in ten policies of 
$5,000 each, one in each company. 
The net outlay assumed to be made 
each year on this insurance is based on 
the dividend schedules in use by the 
ten companies in the year 1982. 

We shall assume that instead of mak- 
ing the series of net payments year by 
year on the regular life insurance, ex- 
actly the same series of payments will 
be applied in a different manner. One 
part of each payment will be invested 
in a separate investment fund and the 
balance used to purchase bare term 
insurance protection year by year un- 
der a plan which provides for yearly 
renewal with a yearly increase in rate 
corresponding to the increase in age. 
The amount of the term protection 
purchased each year will be the differ- 
ence between $50,000 and the amount 
in the separate investment fund. As 
this fund increases, the amount of the 
term protection decreases. In the 
event of the death of the policyholder, 
it is assumed that the separate invest- 
ment fund can be cashed in for its book 
value, so that $50,000 in cash will be 
available to the beneficiary—made up 
of the proceeds of the separate invest- 
ment fund plus the then amount of the 
term policy, which as we have seen is 
kept adjusted so that the total of the 
fund and of the policy will always be 
$50,000. 

It is evident that we are attempting 
to duplicate the regular life policy by 
this combination of investment and 
one-year-term insurance. The policy- 
holder pays out exactly the same 
amount each year under the two pro- 
grams, and under either program the 
beneficiary is to receive $50,000 in 
cash in the event of the death of the 
policyholder. 


The policies covering the $50,000 of 
regular life insurance contain guaran- 
teed cash values so that we can 
readily find the cash value of that in- 
surance at age sixty-five. This is a 
specific contract provision for a definite 
living benefit which corresponds quite 
closely to the separate investment 
fund of the combination plan. What 
we are seeking is the rate of interest at 
which the separate investment fund 
under the combination plan must be 
invested in order to equal the guaran- 
teed cash value of the $50,000 of regu- 
lar insurance at age sixty-five. 


A Return Weir Over 5 Per Cent 


When all the complicated calcula- 
tions have been made, it is found that 
the separate investment fund must 
earn considerably more than 5 per cent 
compound interest over the period to 
age 65 in order for the fund to equal the 
guaranteed cash value of the $50,000 
of regular life insurance. This com- 
pound interest rate is a net rate after 
allowing for taxes, expenses, loss of 
principal and interest, and delays in 
the investment of interest or principal. 
The interest rates vary for the different 
ages at commencement of the plan, but 
in the tests made for the four ages 25, 
35, 45, and 55, in each instance carried 
to age 65, the lowest rate disclosed was 
5.57 per cent. 

It is on a result such as this that life 
insurance companies base their claim 
that the living benefits of life insurance 
contracts involve a satisfactory interest 
return to the policyholder upon the 
investment element in the premium. 
In addition, of course, there is the 
insurance protection element which 
performs the invaluable service of pro- 
tecting the insured’s family should time 
not be granted to complete the invest- 
ment program. If death should cut 
short that program, the protection 
element provides the family with the 
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face amount of the policy no matter 

how small may be the accumulation of 

the investment element at the time of 
death. ; 

A rate of 5.57 per cent may seem un- 
usually high to the layman. The 
companies are not realizing that much 
on their own investments. The rea- 
sons for the high figure are two. First, 
the combination of the protection and 
' investment elements in one contract 
involves savings in operation as com- 
pared with the heavy burden of over- 
head borne by term insurance when 
issued alone. Second, experience has 
amply demonstrated the likelihood 
of a high rate of mortality among 
policyholders carrying renewable term 
insurance contracts. This form of 
insurance offers an opportunity for se- 
vere “adverse selection” against the 
company. Life imsurance companies 
can give insurance protection most 
cheaply when it is combined with a 
substantial investment element. 

' In making our calculations we have 
used for the one-year-term insurance 

’ the lowest rates that we have been able 

to find. This is proper, because the 

lower the term cost each year, the 
more will there be available for the in- 
vestment fund, and the less will have 

- to be the interest rate earned thereon 
to duplicate the guaranteed cash value 
of the life policy. - 

* Also in making the calculations, the 
current net cost schedules of the ten 
companies have been used. Suppose 
some of these schedules should not be 
maintained and.that the dividends 
should be reduced, If that should 
happen we are inclined to the belief 
that if a compound interest return of 
5.57 per cent appears satisfactory in 
the light of current conditions, then 
whatever return actually is realized 
will appear satisfactory’ when com- 
pared with the net return that would 

. probably. have been realized over the 


entire period on the separately in- 
vested fund. The ` same economic . 
forces which operate upon the con-- 

servatively invested funds of the life - 

insurance companies would at the same 
time have been operating upon the 
investments of the separate fund. 
The effect upon the separate fund 
might be even more severe unless it. 
were invested with great conservatism 
and were sufficiently diversified to ob- 
tain the benefit of the law of average. 


SECURITY 


This brings us to the important 
question of security. How does: the 
safety of the investment fund in the 
possession of the life insurance com- 
pany compare with the safety of the 
separately invested fund? Dr. S. S. 
Huebner, in another article in this vol- 
ume, is presenting this aspect of life 
insurance and we shall therefore not 
spend much time upon it here, Suffice 
it to say that the conservative type of 
the insurance company’s investments 
and their wide spread afford the policy- 
holder as perfect a security as it is 
possible to devise. 

Moreover, the guarantee of specific 
cash and loan values in the life insur- 
ance contract makes it outstanding as 
a source for emergency needs. In the 
days of piping prosperity many types 
of investment qualify as sources of 
ready cash. In the dark days of de- 
pression the picture is different. The 
man who in 1917 had invested $10,000 
in United States 414 per cent Liberty 
Bonds would have had difficulty in 
getting as much as $8,500 from those 
bonds during the trough of the 1920- 
1921 depression. Even United States 
Treasury 3’s issued in 1981 have al- 
ready been below 83. There is no 
investment in the world more’ secure 
than these obligations of the United 
States Government. Nevertheless 
they fluctuate in value, and there hav 
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` been times when their availability as a 
source of emergency cash has not been 
so high as that of life insurance cash 
values. 

When a man has a cash value of say 
$10,000 in a life insurance policy he has 
a guarantee that he can realize or bor- 
row on that cash value at par with a 
minimum of delay. Moreover, the 
rate of interest is guaranteed when the 
policy is issued. This is a tremen- 
dously valuable guarantee. The hun- 
dreds of millions of dollars loaned on 
life insurance policies in the last two 
years have been of incalculable assist- 
ance to countless families. They have 
spread broadcast a realization of the 
living benefits connected with the 
investment side of life insurance. A 
foundation has been laid for an 
increase in the future sale of life in- 
surance for its investment value that 
will eclipse anything we have ever 
known. 

For safety’s sake, as in the case of 
savings banks, there is a legal require- 
ment that life insurance companies 
reserve the right to defer the granting 
of cash and loan values (other than to 
pay premiums) for a period of sixty 
or ninety days. However, even in the 
strain and stress of the present depres- 
sion, we know of no company which to 
date has made use of this deferring 
clause. 


POTENTIAL APPRECIATION 


In some types of investment there 
is a chance of appreciation of the prin- 
cipal. What is the position in this 
réspect of the investment element in 
the life insurance premium? Some 
rate it high. Others rate it nil. 

First of all, what do we mean by 
appreciation? Take for example a 
block of stock bought for $10,000. 
Five years later it may be sold for $15,- 
000, and in the meantime have yielded 
in dividends an average of 4 per cent a 


year on the purchase price. Suppose 
we take 6 per cent as the standard for 
a fair yield over that period on that 
type of security. This means that the 
extra 2 per cent must be taken out of 
the $5,000 gain realized on sale. 
Roughly we will consider this to be 
equivalent to $200 a year for the five 
years, or $1,000 in all. The apprecia- 
tion in principal may therefore be set 
approximately at $4,000. 

Does anything like this happen with 
the investment element in a life insur- 
ance premium? Certainly in countless 
cases it happens that upon the death 
of the policyholder, the beneficiary 
receives many times more than the 
amount of the premiums that have 
been paid in. But that is no more an 
appreciation in principal than is the 
large excess of a fire insurance claim 
over the fire insurance premium that 
was paid by the policyholder. 

As every shield has a reverse side, so 
wherever there is the possibility of 
appreciation in principal there must 
also be the possibility of depreciation 
in principal. To argue that proposi- 
tion after the violent fluctuations of 
the security market in recent years 
would be to squander space. The 
outstanding feature of the investment 
element of the life insurance contract 
as evidenced by the series of cash val- 
ues written in the’ contract is that it 
is guaranteed par irrespective of eco- 
nomic vicissitudes. We have found 
the rate of interest satisfactory and the 
security unsurpassed. Let life insur- 
ance enthusiasts be satisfied therewith, 
and not make untenable claims that 
there may be appreciation of the in- 
vestment principal in the hands of the 
life insurance company. Such unten- 
able claims have been another obstacle 
to having the investment value of life 
insurance recognized by writers and 
teachers in the field of finance and in- 
vestment. 
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‘CONCLUSION 


‘A great deal more could be written: 


on various aspects of the investment, 
return from life insurance. However, 
enough has been said to indicate 
the ‘substantial returns that may be 
anticipated. Life insurance offers no 
get-rich-quick schemes. It is a con- 
servative institution operating upon 
time-tested principles, and presenting 
a combination of investment and pro- 
tection services that are indispensable 


to the average man during his active 
years of business and family responsi- 
bilities. ` It carries him safely through 
the ups and downs that are certain to 
be encountered in the business and fi- 
nancial world. It enables him to form- 
ulate a lifetime program which cannot 
be duplicated as surely in any otherman- 
ner. Its outstanding characteristics 
are invaluable protection, positive se- 
curity, and an investment feature yield- 
ing a fair return with extraordinary 
availability at parin times of emergency. 


M. Albert Linton, F.A.S., F.L.A., F.AJL.A,, is presi- 
dent of the Provident Mutual Life Insurance Company of 
Philadelphia; director of the Provident Trust Company, 
Friends, Fiduciary Corporation, and Haverford Col- 
lege; vice-president of the Actuarial Society of America; 
chairman of the Executive Committee of Life Insurance 
Sales Research Bureau; and author of “Agents Earn- 
ings” and several pamphlets on life insurance subjects. 


Tendencies in Life Insurance Investment 


By Wiuam A, Law 


HE legal reserve life insurance 

companies of the United States have 
total assets exceeding $20,200,000,000 
in value, representing the equities of 
more than 68,000,000 policyholders— 
in excess of one half of our population. 
This amounts to an average of only 
$297 for each policyholder, thus indi- 
cating the widespread participation of 
the American people in the institution 
of life insurance. We are more heavily 
insured than any other nation on earth, 
having $109,000,000,000 in force, which 
is estimated to be 70 per cent of the 
world’s total. 

Back of this $109,000,000,000 in 
force is a self-reliance reserve of in- 
vested assets set up against the one 
great hazard of life which no man can 
avoid. This reserve shows the self- 
reliance of our people, who thus 
relieve the state or charitable organiza- 
tions of the necessity of supporting 
these policyholders and their depend- 
ents. This fund has grown from 
$461,000,000 in 1881 to $2,900,000,000 
in 1906 and to $20,200,000,000 in 
1931. 

This vast life insurance fund with its 
nation-wide benefits could never have 
been, created but for the continuous 
and devoted energies of our great 
army of life insurance workers in the 
field. 


Anatysis or Honipinas 


At the present time, when every- 
body is serutinizing and analyzing in- 
vestments, it is interesting to note the 
methods followed in caring for this 
colossal trust fund, and the safeguards 
which are thrown around it by charter 


. tions of company management. 


provisions, by the legislative restric- 
tions of the various states, by the 
rulings of the Insurance Commis- 
sioners, and by the conservative tradi- 
This 
is a fund dedicated to such sacred pur- 
poses that it must be invested in 
accordance with every principle of cau- 
tion and safety. 

To illustrate the subdivision of life 
insurance investments, assume that 
the entire fund is divided into 20 equal 
parts. Approximately: 


6 parts have been loaned on first mort- 
gages upon homes, stores, and 
office buildings located in the 
best sections of our growing 
cities. 


2 parts have been loaned to the United 
States Government, to states, 
counties, and cities, and to 
similar Canadian jurisdictions, 
by purchasing their bonds. 


2 parts have been loaned to farmers in 


the most successful agricul- 
tural districts, through mort- 
gages upon their productive 
farms. 


3 parts have been loaned to our best- 
managed railroad systems, 
through mortgages upon their 
property or rolling stock. 


2 parts have been loaned to what we 
now call “public utilities”— 
that is, gas companies, electric 
light and power companies, 
and telephone companies— 
through mortgages upon their 
plants. 
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- Somewhat less than 
I-part has been loaned upon other 
miscellaneous bonds secured by 


mortgages ‘upon ` industrial ` 
plants of established earning 
capacity. 


3 parts have been loaned to old policy- 
holders upon pledge of their 
policies to supply them with 
cash, or to secure premiums 

-~ due. > 
Somewhat more than 


_ 1 part has been retained in the form of 


eash, home office buildings, 
‘other real estate in the conduct 
of business, and other assets 
not already included. 
Therefore, as Calvin Coolidge has 
well said, “The stability of life insur- 
ance rests upon America.” 


-| GENERAL PRINCIPLES OBSERVED 


Four outstanding principles of selec- 
tion have been woven into the entire 
fabric of life insurance investments of 
United States companies: (1) to buy 
fixed return obligations, secured by 
first liens; (2) to confine foreign invest- 
ments almost wholly to certain hold- 
ings of premier Canadian securities; 
(3) to select investments responsive to 


` the needs of the day; and (4) to diver- 


a 


sify holdings and thus distribute the 
risk. This is a fundamentally wise 


` program. 


The first principle contemplates first 
liens with ample margin of appraised 
value and the promise to pay of a 
strong maker, rather than a share in 
the ownership of any property, or 
corporation, no matter how brilliant 
the probability for prospective in- 
creases in value. The record of United 
States life insurance companies shows 


_ only $%o of 1 per cent of their assets 


invested in common stocks. This ex- 
presses the conviction of their mana- 
gers that they cannot afford to risk 


‘foreign bonds. 


trust “funds by investment of their 
reserves in the common shares of rail- 
road; industrial, utility, or banking 
companies, hoping thereby to achieve 
large capital gains. All the experi- 
ences of recent years with their uncer- 


“ tainties, fluctuations, and shrinkages 


combine to prove that by following 
this course they have avoided financial 
losses and most disturbing influences 
on policyholders . and . beneficiaries. 
The profits applicable to the common 
shares of industrial, financial, and 
transportation ` corporations depend 
upon national purchasing power, and 
purchasing power will be below 
normal until agricultural improvement 
and construction resumption occur. 
In the. meantime, practically the 
entire income derivable from the 
highest grade first liens will continue as 
usual, oe : 

In regard to the second principle, 
we have recently heard and read a 
great deal about thè unstable values of 
Of all large American ° 
business and financial concerns, there 
are very few confining their operations 
so closely to the United States and 
Canada as our life insurance companies. 
Slightly over 2 per cent of life insurance 
assets are invested in Canadian Gov- 
ernment bonds. All other foreign gov- 
ernment bonds held total only 4% of 
1 per cent. 


Investments RESPOND to CHANGING 

; Pustic Neeps 

As to the third principle: Looking 
back .over a period of years, one can 
almost read the economic and politi- 
cal history of the United States 
in noting the investment trends of 
life insurance and their underlying 
causes, 

After the period of rapid railroad 
expansion in the nineties, when rail- 
road bonds and shares were practically 
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the only active issues dealt in upon the 
exchanges, life insurance portfolios 
contained relatively much larger hold- 
ings of railroad bonds than now. For 
instance, twenty-five years ago, rail- 
road securities constituted a third of 
the total assets of life insurance com- 
panies, as compared with less than one 
sixth at the present time. 

During the last twenty-five years 
'many significant economic changes 
have occurred in the department of 
transportation, due to the invention, 
development, and utilization of the 
automobile, and also in the extension 
of electric light and power facilities. 
The growth of motor operation has 
not only seriously affected the earnings 
of steam railroads and interurban 
electric railroads, but has rendered 
most difficult the profitable operation 
of electric street railways in localities 
other than the centers of dense popu- 
lation. It has caused the construction 
of more and better highways at a cost 

. and to an extent entailing many large 
issues of state bonds in various sec- 
tions of the country, and has induced 
the creation of many county, township 
and, municipal obligations. It has 
revolutionized the personal habits of a 
nation. 

The automobile and the tractor 
together have exerted an enormous 
influence in changing farming opera- 
tions, increasing production, eliminat- 
ing man power, decreasing the use 
of animal manures, and impairing 
the earning capacity of local railroad 
lines. 

During the period in which our 
electric street railways enjoyed high 
popularity and earning power, the life 
insurance companies acquired substan- 
tial blocks of their securities, only to 
dispose of most of them as that form of 
transportation waned in importance 
and became less and less profitable, 


because of the increasing use of auto- 
mobiles. , 

Holdings of farm mortgages grew 
steadily during the great agricultural 
activity which accompanied the mili- 
tary operations of this country and its 
allies during the war period, with the 
extraordinary demand for our staple 
products. The ratio of investments in 
city mortgages decreased during that 
period, but with subsequent construc- 
tion operations from 1921 to 1929, 
holdings of city and suburban mort- 
gages grew rapidly. 

With the development of the electric 
light and power industry and the gas 
and telephone systems, the life insur- 
ance investments in the first mortgage 
bonds of these concerns increased in 
desirability and safety, and their 
ratio to total assets is now more than 
three times as large as in the year 
1921. 

Life insurance funds have been in- 
vested in the bonds and preferred shares 
of industrial corporations only to a 
limited extent. A few first liens of the 
long established and stable industrials 
are held, reflecting the strong financial 
position and the steady earnings of the 
leading corporations in steel and iron, 
coal, oil, motors, paper, and tobacco. 
This is a highly selective list, to which 
extremely few are eligible. 

. Similarly, after the end of the Great 
War the immense holdings of the com- 
panies in Liberty Bonds, which had 
been purchased from patriotic motives, 
were gradually disposed of until their 
ratio fell from its peak to an amount 
approximating one fifth of former 
holdings. 


Poxicy Loans 


During the last few years of stress 
and strain, when many policyholders 
have required additional cash, the life 
insurance companies have loaned upon 
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pledge of policies aN within sur- 
render values, which have now at- 
tained a ratio of 15.9 per cent of assets. 
These loans are abundantly safe, but 
their growth is viewed with much con- 
cern by the management because they 
will reduce the sum payable at ma- 
turity to the beneficiaries. Every rea- 
sonable effort will be made toward 
the appropriate reduction of this 
ratio when conditions again become 
normal. 

It is encouraging to note that, not- 
withstanding abnormal business condi- 
tions in 1981, life insurance companies 
of the United States added $1,320,889,- 
000 to their assets, bringing the total 


K ‘to the record figure of $20,200,000,000 


previously mentioned. This 1931 in- 
crease exceeds the average annual 
increase for the eight-year period from 
1923 to 1980 inclusive, which was 
$1,278,412,000, and is only $248,854,- 
000 less than for the record year 1928. 
Thus these companies have been en- 
abled to continue to serve the financial 
needs of the country by adding to 
their ownership of the Nation’s.funda- 
mental securities. 
ments havé assisted in maintaining 
work and purchasing power by financ- 
ing building operations, in making 
possible public works by the absorption 
of state, county, and municipal bonds, 
and in aiding public utility and rail- 
road financing. But for the unusual 
demands of policyholders for loans 
against their policies, the investments in 
these other fields would have been 
much greater. However, these policy 
loans have undoubtedly been of tre- 
mendous benefit to policyholders and 
have performed the same- general 
service as investments in other fields. 


DIVERSIFICATION 


A source of extraordinary strength is 
the fourth principle—that of diversifi- 


These new inveést-: 


cation as to classes, maturity, and loca- 
tion.. It is customary to invest in each 
state the reserves on policies originating 
there, wherever it is possible to find 
safe and suitable investments. 

Today the highest density of life -> 
insurance investments is noted in the 
Middle West, following the course of 
the Mississippi River in its enormous 
valley clear to the Gulf of Mexico, and 
representing in that constantly pro- 
gressing section of the United States a - 
ratio of investments to reserves that 
averages nearly 200 per cent. In 
those parts of the United States where 
investment capital has been locally 
accumulated to an intensive degree, 
the ratio is very much lower, being 48 
per cent in the New England and 78 
per cent in the Middle Atlantic States. 

All of us have had in the last few 
years, in our daily lives, striking ex- 
amples of the difference between trustee 
investment and speculative invest- 
ment. While life insurance is not 
legally a trust but a contract, it is 
accurate to say that the relationship 
between the management and the 
policyholder partakes of the nature 
of trustee and beneficiary. In fact, it 
represents a higher degree of responsi- 
bility, because the merging of the 
individual’s investment in the reserve 
of the company requires him to accept 
the company’s accounting of its stew- 
ardship. 

The tried and tested principles: -of 
trustee investment forbid any trans- 
action from which the trustee derives a 
personal profit. They forbid the as- 
sumption of undue risk in the hope: of 
appreciation, or capital gains. Specu- 
lation has been defined as “entering 
into a ‘business venture involving 
unusual risks for a chance of an unusu- 
ally large gain or profit.” Speculation 
has no place in life insurance invest- 
Inent: i 


TENDENCIES IN Lire Insurance [INVESTMENT il 


In 1929, all the machinery of infla- 
tion was existent and active—financial, 
industrial, political, and temperamen- 
tal. Millions of Americans experi- 
enced the joy of immense paper profits, 
followed by the anguish of actual as 
well as paper losses. Now that the 
pipe dream is over, many of them have 
reached a point of relief with the possi- 
bility of contentment and normal at- 
tention to daily tasks, and we hope that 
as a people we have learned the lesson 
of self-reliance—that thrift by sacri- 
fice and economy can never be satis- 
factorily replaced by operations for 
abnormal prospective gains, nor by 
facilities for easy borrowing at artifi- 
cially cheap rates. 

Speculative building in our most pro- 
gressive cities has exerted a powerful 
appeal to local pride and desire for 
development. It has been a disease 
as widespread and as dangerous as 
share speculation, and much more 
productive of losses to banking insti- 
tutions. Prudent mortgage invest- 
ment has always been based upon a 
record of past earnings comparable to 
the earnings record applied in bond 
purchasing. 

It is a traditional principle of life 
insurance investment to avoid buying 
or holding items subject to wide 
fluctuations in market values or in- 
come. It is also an axiom of invest- 
ment that it is dangerous practice to 
buy good securities and forget them. 
They are all subject to changing forces 
and factors, and must be the object of 
frequent critical review. As long as 
the clock runs, the pendulum will swing 
back and forth. 


RAILROAD, UTILITY, AND GOVERN- 
MENT Bonps 
At the end of 1931 the life insurance 
companies had nearly $3,000,000,000 
invested in railroad bonds and pre- 


ferred stocks—less than one sixth of 
their total assets. The bonds are 
generally the prior liens upon the prop- 
erty of successful roads, and as such 
have shown their ability to live 
through all sorts of conditions, includ- 
ing receiverships without default, 
and reorganizations without being 
disturbed. 

The service of transportation is vital 
to our national life, and the participa- 
tion of life insurance companies in 
railroad financing has been an im- 
portant contribution to American 
progress. 

It is essential that the affairs of the 
railroads be so administered by the co- 
operation of management and rate- 
making bodies as to provide ample 
earnings to meet the service of all 
financial obligations. The rate-mak- 
ing powers of the Interstate Com- 
merce Commission are exercisable not 
only for the protection of shippers and 
passengers but also for the maintenance 
of railroad credit and the preservation 
of values for the holders of railroad 
securities. This is a duty as plain as 
the responsibility for efficient manage- 
ment resting upon railroad officials. 
It should be the combined objective 
of management and rate-maker to 
enable railroad companies to accumu- 
late in prosperous years substantial 
liquid reserves from which to meet the 
requirements of lean years. The con- 
tinuation of a healthy transportation 
system, adequately financed and en- 
titled to the highest credit rating, has a 
bearing of inestimable importance upon 
the maintenance of other property 
values and the prosperity of business 
generally. It is unthinkable that any 
step will be taken, or any action fail to 
be taken, which will result in the 
permanent impairment of present rail- 
road obligations or of the ability of 
the railroads to effect such further 
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financing as may be required to main- 
tain our high standards of railroad 
service. 

_ Life insurance companies are not 
‘Immune from the possibility of some 
loss in specific cases of railroad invest- 
ments, but the record of past experience 
and the extreme care with which such 
securities have been selected by life 
insurance companies justify complete 
confidence in the integrity of railroad 
obligations held by them, and in ulti- 
mate payment at maturity regardless 
of present market quotations and 
outlook. | 

In regard to the bonds of public utili- 
ties, the stability of their earnings is 
the most convincing proof of the essen- 
. tial nature and the high character of 
their services to the communities in 
which they are located. They have 
_ met the trying tests of recent years 
_ most creditably and satisfactorily, both 
to their customers and to the holders 
of their senior and underlying securi- 
ties. Their sphere of usefulness is so 
constantly broadening that an ade- 
quate amount of new capital for their 
development must be found. Just as 
in the case of our great railroads, 
their growth is never finished 
and their capital requirements are 
continuous. 

During the last three years the 
liquidity of life insurance assets has 
met a most unusual test. Liquidity is 
the combined result of premium in- 
comes spread over a wide population 
area, diversity of interest-bearing obli- 
gations with. maturities occurring at 
frequent intervals, and substantial 
holdings of the world’s premier secu- 
rity—United States Government bonds. 
Our Government issues not only enjoy 
the broadest and readiest cash market, 
but through the existing provisions of 
the Federal Reserve system their 
exceptional liquidity is enhanced to an 


“even higher degree, as s they are eligible 


collateral for loans to any member 


bank. 


INVESTMENT PRINCIPLES AND 
Srrenetra or COMPANIES 


We may sum up the traditions of life 
insurance investment as follows: (1) 
priority of liens, supported by reason- 
able earnings, strong ownership, and 
ample equities; (2) invariable amortiza- 
tion of mortgage loans, correcting 
changes or overestimates in market 
value; (8) diversification of invest- . 
ments as to general character, location, 


` and number; (4) constant analysis and 


criticism of holdings; (5) moderation 
as to income, safety of principle being 
much more important than exception- 
ally high yield; (6) honest charge-offs at 
frequent intervals, correcting errors of 
judgment; and (7) courageous activity, 
attacking new and difficult problems 
with vigorous and resourceful cont: 
dence. 

The legal reserve life insurance com- 
panies of the United States are set up 
with impregnable structural strength. 
The investment risk has been so widely 
distributed that even if a mistake has 
been made in the selection of any one 
class of investments, resulting in sub- 
stantial Josses, a reduction in the 
dividend scale will promptly restore 


' the amount of the loss and maintain 


the company’s ability readily to ful- 
fill every obligation. Any decrease in 
dividends falls so fairly upon the 
shoulders of many individuals that it 
is not unduly burdensome to any one, 
Total annual dividends constitute a 
cushion exceeding $525,000,000. 

Once again the institution of life 
insurance has been weighed in the 
balances and has not been found want- 
ing. Through epidemic of disease, or 
business depression,‘ or confusion of ~ 
thought, it stands firm and untroubled.’ .’ 
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While share values are‘shrinking, while ance spreads its protection and bene- 
corporations are cutting or omitting fits “as the shadow of a great rock in a 
dividends, the institution of life insur- -weary land.” 


William A. Law, LL.D., is president of the Penn 
Mutual Life Insurance Company, Philadelphia. 
Prior to entering the life insurance field, he was a bank 

~ officer in Philadelphia. During his banking career, he 
was president of the First National Bank, of the Penn- 
sylvania Bankers Association, and of the American 
Bankers Association. He has made numerous contri- 
butions in the form of articles and addresses on banking, 
financial, and insurance topies. 


The Investment Objectives of Life Insurance 


By S. S. HUEBNÉR ` 


URING a business convulsion 
like the one of the past two years, 
when at least one half of all estates in 
America have shrunk by at least one 
half in their dollar valuation and when 
about one fifth of all estates have sub- 
stantially disappeared, it is only nat- 
ural that people should turn their 
thoughts . towards conservative and 
sound, investment channels. Life in- 
surance constitutes such a channel for 
poor and rich alike, on a basis of ab- 
solute equality. Probably the most 
outstanding development in life insur- 
ance thought in recent years has been 
the emphasis upon the investment 
. aspects of life insurance. As never 
before, people are comparing the life 
insurance method with other invest- 
ment methods as regards the rate of 
return on the investment. This phase 
of the subject is covered in Mr. Linton’s 
article. Ever so many are also won- 
dering why life insurance, with its 
twenty billions of accumulated assets, 
is passing through this depression with 
an almost perfect solvency record. 
This aspect of the subject is treated in 
Mr. Law’s article. But people are 
also more and more concerned with 
the true objectives of an’ investment 
program properly applied to their 
personal needs. It is the purpose of 
this article to outline these investment 
objectives and to show that life insur- 
ance meets all to the fullest degree. 


Tue “Dear Sipe” or Lire 
INSURANCE 


The overwhelming mass of people— 


the 98 per cent—may hope only to 
accumulate a decent estate gradually; 


" . Le., on the installment plan of invest- 


ment spread over a long period of 
years. Historically, it seems that 
legal reserve life insurance was the first 
correctly organized plan of installment 
investment, in that it combined mathe- 
matically two simple complementary 
financial accounts. One of these is a 
gradually growing savings and invest- 
ment account which finally reaches the 
face of the contract at its due date. 
The other is a decreasing term insur- 
ance account which starts with almost 
the face value of the insurance con- 
tract and keeps. on decreasing, as 
premiums are paid, in just the propor- 
tion that the investment account keeps 
on increasing. When the investment 
fund reaches 100 per cent of the face 


.of the contract, the decreasing term 
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insurance has correspondingly declined 
to zero. The premium consists of two 
parts, one paying each year for the 
decreasing term insurance, and the 
othér being intended for the invest- 
ment account. 

The decreasing term insurance pro- 
tects the investment years in the 
installment plan of investment. It 
may therefore appropriately be called 
the death side, or the time insurance 
side, of the life insurance contract. 
An installment plan of investment is 
inherently associated with the element 
of time. A vital part of a twenty or 
forty-year installment program of in- 
vestment is the twenty or forty years 
involved. In other words, it takes 
years to accumulate an estate through 
toil, thrift, and compound interest; 
and these years need to be insured 
against loss under any installment plan 
of investment, be it attempted via 
bonds, stocks, mortgages, savings bank 
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accounts, building and loan association 
accounts, or any other method. The 
decreasing term insurance in the life 
insurance investment arrangement 
obviates the gamble of losing pre- 
maturely the years necessary to com- 
plete the installment program. Its 
purpose is to cancel the unpaid 
installments should the Almighty cut 
short the insured’s years of work, thrift, 
and investment. It represents the 
“completion guarantee” element in 
the investment program, which guar- 
antees the completion of that which 
death prevents the individual himself 
from completing. 

Even from the death standpoint, 
life insurance can only have an invest- 
ment objective. It cannot represent 
anything but protection against the 
absence of a decent investment estate. 
Surely, we are not protecting the widow 
against the loss of the companionship 
of the husband. When he dies, that 
companionship dies also. Surely, we 
are not protecting the children against 
the loss of the guidance’ of the father, 
because when the father dies, the 
guidance dies with him. What life 
insurance really does is to protect the 
dependent members of the insured’s 
household against the absence of a 
decent investment estate. 


Tue “Lire Sior” or Lire 
INSURANCE 


But the necessary number of invest- 
ment years is not the only vital part of 
a twenty or forty-year installment 
program of investment. The individ- 
ual, who has resolved to make the 
accumulation over so long a period, is 
also a vital factor. Even if life is 
granted, we need to ask the question: 
What does the individual do with his 
thrift and investment years? Thrift 
and investment may be sciences on 
paper, but they are surely not sciences 
in actual practice. The overwhelming 


mass of individuals are psychological 
propositions when it comes to thrift 
and investment. They are as they 
are, moved by desires and impulses. 
Many who have studied investment 
the longest, and apparently know the 
most, seem to own the least. While 
only too well acquainted with the toll 
of investment failure during normal 
years, we are startled every seven or 
eight years—as witness the last two 
years—by the way in which the invest- 
ment grist mill grinds up the multitude 
slowly but surely. 

Life insurance, with its all-round 
100 per cent installment plan of invest- 
ment, should not be viewed lightly in a 
time like the present. In case the 
insured lives, the great objective of life 
insurance is to give to him a decent 
investment estate by the time the age 
of retirement from active work is 
reached, provided only that he is dis- 
posed to labor and to earn the pre- 
miums, and to hand them over to 
the custody of alifeinsurance company. 
Its object is to protect the insured 
against his natural human failings in 
the field of finance. It is strange, in- 
deed, that the rank and file should have 
others perform specialized services for 
them, such as plumbing, painting, 
carpentry work, paperhanging, dental 
and medical service, and so forth, and 
then with respect to that most intricate 
and complicated of all services, namely, 
investment, be prone to say: “That I 
will attend to myself.” 

By giving the insured a safe and 
reasonably profitable investment, life 
insurance enables him, conveniently 
and over a long period of working 
years, to accumulate on the installment 
plan the decent investment estate to 
which every normal person is looking 
forward, before the age of retirement 
is reached. Considering all the attri- 
butes of a good installment plan of 
investment, designed to build an estate 
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during the span of the working. life, ` 
legal reserve life insurance stands with- 
out a peer. The solvency and rate-of- 
earnings records—both excellent— 
have already been presented in this 
volume. Moreover, the investment is 
always nonfluctuating in its dollar 
value. It also frees the insured from 


all the hazards of individual selection. 


of investment. It gives the finest 
spread of investment risk known to 
man, since a. cash value of $10,000 
with a life insurance company having 
10,000 different investments may be 


"> gaid to represent approximately an 


investment of $1 in each of about 
10,000 investments. It also frees the 
individual from all other managerial 
cares, stich as investigation, re-invest- 
ment—yeés, even the clipping of cou- 
pons. No investment is more readily 
available at any time, to the extent of 
the cash promised, by way of a sur- 
render of the contract. No investment 
is more suitable for quick borrowing. 
No type of investment offers for the 
mass 'of people a .more convenient 
denomination, or a smaller periodic 
payment on the installment plan. The 
investment also stands in a most 
favored position, when payable to a 
_ named beneficiary, as regards the ap- 

plication of state and Federal inheri- 
tance and death duty taxes. 

Despite its gilt-edged nature, the 
life insurance investment program has 
in it a tremendous speculative possi- 
bility, which however, unlike other 
speculative investments, always works 
favorably to the insured and never 
against him. Should premature death 
‘occur when only one or a few deposits 
(premiums) have been made, the whole 
investment as originally contemplated, 
i.e., to the extent of the full face of the 
policy,.is at once fully realized. More- 
over, should there be a desire at any 
` time to discontinue the installment 
- plan of investment; full title to that 


which has been attained is given to the 
insured on the basis of various options 
from which he is allowed to select. 


Liquipation to Meer tar OLD AcE 
EMERGENCY 


When the age of retirement is 
reached, the life insurance institution 
makes available another great invest- 
ment objective, namely, the methodical 
liquidation of the investment fund on 
the basis of life contingencies. Here, 
again, life insurance stands without a 
peer. Mr. A. G. Borden explains in 
his article how the American public is 
rapidly becoming annuity-minded. On‘ 
every hand thé subject is being con- 
sidered. Retirement pensions are be- 
ing discussed everywhere in industry, 
by educational institutions, govern- 
mental bodies, and the like. Moreover, 
insurance companies are increasingly 
emphasizing * ‘old age income insur- 
ance,” and wisely. so. Under this plan 
the suggestion is emphasized that the 
life insurance proceeds be used to secure 
an annuity income during old age. In- 
stead of stressing death as strongly as 
formerly, emphasis is now placed upon 
an objective—a thrift and investment 
motive—designed to benefit the living 
policyholder. 

Tt is by no means necessary or desir- 
able that all accumulated investment 
funds be kept intact until the death, 
of the accumulator and then be dis- 
tributed to others, who may have had 
no part whatever in the accumulation 
of the same and who may actually be 
injured in waiting for the bequest. 
Many persons are morally justified in 
liquidating their accumulations in the 
form of a sweetened old age income, . 
since they have no dependent relatives 
to care for under the terms of a last will - 
and testament. But often there is a 
brother or a sister to whom the pro- 
spective annuitant feels an obligation, 
or the illustration may involve a child- 


THE INVESTMENT OBJECTIVES or LIFE Insurance 17 


less couple. Customarily the parties 
involved make wills in each other’s 
favor. Yet it is hard to see why even 


here the two parties involved should ` 


not combine their respective estates 
for the purchase of a joint life and 
survivorship annuity, under the terms 
of which an income, considerably 
larger than is obtainable through other 
investment channels, will be paid 
throughout the joint lifetime of both, 
and thereafter, following the death of 
either, throughout the lifetime of the 
survivor. 

Even as regards parents with chil- 
` dren, we may well ask: Why should they 
leave all to their children? Why not 
50 or 75 per cent? Why should not 
some of the investment estate be ap- 
plied to sweeten the old age income of 
the average family? One would think 
that children, having already received 
so much by way of care and education, 
and being probably in better economic 
circumstances than their parents, 
would be sufficiently unselfish to desire 
just that thing. 

Assuming the accumulation of an 
investment fund by the time the re- 
tirement age is reached, two emergen- 
cies still present themselves; namely, 
(1) the possible loss of principal in part 
or in whole before the end of life is 
reached—a very common occurrence— 
and (2) the possible inadequacy of 
-the accumulated fund to yield a suffi- 
cient income—a situation probably 
prevailing in the great majority of 
instances. Clearly, old age is not the 
time for the assumption of investment 
cares or for the facing of an inadequate 
income. Both of these emergencies 
. may be safeguarded against through 
some form of annuity. A principal 
sum invested in an annuity spells ab- 
solute certainty of income as long as life 
lasts, as well as absolute freedom from 
all managerial care of investments— 
a factor of prime importance to aged 


people. At advanced ages the annuity - 
also assures an absolutely regular in- 
come much larger than is obtain- 
able under ordinary investment plans. 
Under the annuity plan there is re- 
turned each year a portion of the 
principal, plus a guaranteed income on 
the balance of the principal not yet 
returned. This is done on the basis of 
a mortality table, so that the enlarged 
income will be sure to continue until 
the very end of life. 


LIFE Insurance As PROTECTION 
Acainst Current REVERSES 


Another objective of thrift and in- 
vestment, and a very important one, 
is the accumulation of a fund which 
will serve as protection against unfor- 
seen current reverses, such as long 
illness, long unemployment, some fam- 
ily catastrophe, or business disrup- 
tion. One writer has said, “Putting 
money ahead puts worries behind.” 
Robert Burns wrote, “Gather gold 
...for the glorious privilege of 
being independent.” Joseph Wharton, 
when founding the school which bears 
his name, wrote in his deed of trust that 
he desired that the “instruction shall 
inculcate the deep comfort and health- 
fulness of pecuniary independence, 
whether the scale of affairs be small or 
great.” Benjamin Franklin advised 
that “poverty often deprives a man of 
all power and virtue; it is hard for an 
empty bag to stand upright.” 

Life insurance does not exist solely 
to pay a claim in the event of death, or 
a cash sum upon the maturity of the 
contract. Its mission is also, through 
its cash values, to make available an 
emergency fund for current reverses 
while the insured is still living and be- 
fore the age of retirement has been 
reached. An emergency fund should 
possess five cardinal attributes, and the 
life insurance investment meets all of 
them fully. Briefly stated they are: 


se 
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(1) The fund should be emergency- 


- proof itself, or we may not call it an 


emergency fund. Asalready explained, 
the life insurance investment accumu- 
lation is emergency-proof. During the 
most trying times, legal reserve life 
insurance, as practiced today, has 
remained unsurpassed by any other 
investment program as regards the 
record of solvency. 

(2) The fund should grow as rapidly 
as is consistent with absolute safety of 
principal, through the workings of com- 
pound interest. That is what we create 
the fund for—to grow rapidly--and 
Mr. Linton has already explained the 
excellence of the rate of return. 

(3) The fund should be emergency- 
proof—fool-proof—against the folly of 
the accumulator. It is in this respect 
that an incredible number understand 
today what was unknown to them two 
and a half years ago. The life insur- 
ance method, however, protects the 
accumulator ‘of the emergency fund 
against his own personal failings. He 
has no selection of. investments to 
make, since the insurance company 
does that for him. He need give no 
thought to the spread of investment 


risk, since the insurance company takes , 


each of his deposits (premiums) and 
spreads it over an enormous number of 
investments. In my own case, the 
various companies in which I am 
endeavoring to accumulate my emer- 
gency fund seem to spread my annual 
premiums over some 250,000 different 
investments. The insured has no in- 
vestigations or reinvestment problems 
to attend to. He need exercise no 
managerial care whatsoever. He has 
not a single thing to do, except to earn 
the money and to hand it over. And 
the wonderful thing about it all is that 
the humblest man receives the same 


` beneficial investment service—the best 


there is—as fully as do the wealthy and 
influential. 
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(4) The fund should be unshrinkable 
in the number of dollars promised. 
Little good does it do a man to say, 
“T will accumulate a fund for emer- 
gency purposes,” and then when the 
emergency arises to find that the fund 
has depreciated from 25 to 40 per cent, 
and often because of the same reasons 
which brought about the emergency 
of unemployment or business reverse 
against which he was trying to protect - 
himself. 

(5) The fund should be available. 
The term “emergency fund” implies 
availability when the emergency arises. 
Here also, an incredible number of 
people have become much wiser during 
the last two and a half years. Life 
insurance emergency funds were avail- 
able during all this time, and for many 
they were the only funds which were 
obtainable. 

But some one will ask: “Do I under- 
stand that you advocate borrowing on 
life insurance contracts?” Needless 
to say, there should be no advocacy of 
the glib borrowing of life insurance 
funds. In fact, the life insurance asset 
should be the last asset utilized for 
borrowing purposes, and the loan 
should be repaid as soon as possible. 
But I am the last person to say that 
life insurance money should not be 
borrowed when the acid test of a real 
emergency, such as long unemployment 
or a business reverse in one’s life work, - 
has actually arisen. It is not correct 
to think of life insurance only as an in- 
stitution which pays a sum of money 
upon death or upon the maturity of 
the contract. It is a question of 
degree. If the face value of the policy 
has been accumulated to the extent of 
one half, that one half serves the same 
purpose as the whole. And if the acid 
test of an emergency arises when the 
cash value has reached one half of the 
face of the contract, it may be utilized 
just as truly as it would be had the 
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policy value reached the full face of 
the. contract. 

It should also be borne in mind that 
only the ordinary life and the higher 
premium forms of life insurance can 
serve as current emergency protection 
measures. Pure term insurance, writ- 
ten so abundantly during the past two 
years, is in the overwhelming mass 
of instances an afterthought rather 
than a forethought. Ordinary life and 
the higher premium forms of life insur- 


ance represent forethought... They are 
not designed to protect the insured 
against the consequences of death only. 
They represent an accumulating in- 
vestment, which is started in plenty of 
time during the prosperous years before 
trouble exists, and which is constantly 
growing to protect as an emergency 
fund against the first emergency, as it 
arises, and later against the next emer- 
gency, and the next, and so on until the 
conclusion of the insured’s working life. 


S. S. Huebner, Ph.D., Sc.D., is Professor of Insur- 
ance and Commerce at the Wharton School of Finance 
and Commerce of the University of Pennsylvania, and 
Dean of the American College of Life Underwriters. 
He was expert to the Committee on Merchant Marine 
and Fisheries of the House of Representatives, 1912- 
1916, in charge of the shipping investigation which 
resulted in the National Shipping Act of 1916 and the - 
creation of the United States Shipping Board; expert in 
insurance to the Committee on the Merchant Marine 
and Fisheries of the House of Representatives, 1919- 
1924, in charge of the Congressional marine insurance 
investigation that resulted in the Marine Insurance Act 
of 1922 and the creation of the American Marine Insur- 
ance Syndicates; expert in insurance to the United 
Shipping Board, 1919-1924, 1926-1927, 1929-1930; 
chairman of the Insurance Committee of the National 
Conference on Street and Highway Safety for-1925 by 
appointment of Secretary Hoover; and member of Insur- 
ance Advisory Committee of the United States Chamber 
of Commerce, 1924-1930. He is the author of a num- 
ber of standard works in the field of insurance. 


Determining Adequate Life Insurance Coverage 


‘By JoHN A. STEVENSON 


N inexperienced life underwriter 
recently made the remark that 
insurance selling was hard work be- 
cause it seemed as though you had to 
doit backward. “‘ You use every effort 
to get a man to the point where he 
realizes what would happen to his wife 
and baby if he should die right now,” 
the salesman explained, “and then you 
have to make him realize that the com- 
‘pany will issue the insurance only if it 
thinks he is going to live to a ripe 
old age.” 

Until we reach the point where i in- 
surance does not have to be sold, that 
is, when people actually come to 
insurance company offices to buy life 
insurance because they see it as a way 
of replacing their human life values, I 
am afraid that this difficulty will exist. 
. The salesman’s view of the situation, 
` however, brings out the fact that when 

we begin to determine the amount of 
insurance needed to replace human life 
values, the problem is one which con- 
cerns both the individual who is buying 
the insurance and the company that is 
writing it. 

The problem of trying to estimate 
the value of a human life for one pur- 
pose or another is neither new nor 
simple. References to the placing of a 
money value on human lives are found 
in the old Anglo-Saxon law before the 
reign of Alfred the Great. The wer or 

` wergild was the money value set upon 
an individual’s life, varying according 
to his rank. In case the man was 
killed, the wer had to be paid by the 
slayer to the relatives of the deceased. 
But the mere’placing of a money value 
on a human life and the placing of that 
value for purposes of giving a man the 
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amount of life insurance he should have 
are two different questions. 


Dirricuuries 


A great deal of study has been given 
to the evaluation of property for in- 
surance purposes, and when we employ 
expert appraisers, we feel that they 
will be able to give us fairly accurate 
estimates. At the same time, experts 
in evaluating property do come to 
widely different conclusions because 
individual circumstances affect their 
estimates in individual cases. Need- 
less to say, more serious difficulties 
arise in trying to estimate the amount 
of. life insurance necessary to cover’ 
human life values, for the factors of 
uncertainty are much greater. 

In buying fire insurance, for example, 
an estimate is given of the amount that 
would be lost in case the property were 
destroyed by fire. Insurance to cover 
all or at least a large percentage of that 
loss is purchased by the owner of the 
property. The amount paid in case the 
property is destroyed by fire is the actual 
value of the property to be replaced. 
This may be an amount less than the 
original insurance, because the cost of 
actual replacement has decreased. 

A life insurance policy, too, may be 
written for an amount approximating. 
the value of the human life at the time 
the insurance is bought, but at the 
time the claim jis ‘paid, there may be 
little connection between the face value 
of the policy and the actual financial 
loss to a family or a business, 

Suppose, for instance, a man begins 
“loading up” on insurance because he 
feels himself “slipping” even though no 
actual physical impairment is apparent. 
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If, in a few years, the impairment does 
become serious and his human life 
value decreases, the claim that must be 
paid at death is the amount of insur- 
ance originally issued, rather than the 
replacement value of his life at the 
time death occurs. Naturally, there- 
fore, in computing the amount of in- 
surance to be written on a man’s life, 
the insurance company must take into 
consideration the question of future 
hazards that may arise, including the 
hazard that in a few years the amount 
of life insurance taken out today may 
be greatly in excess of the actual value 
of the life. 

The factor of ability to pay, too, is a 
bigger factor in fixing the amount of 
insurance to cover human life values 
than in estimating insurance to cover 
property values. Under a fire insur- 
ance policy, it is more than possible 
that there will never be a claim; there- 
fore, rates are relatively low. Except 
under term policies, however, there is 
bound to be a life insurance claim if the 
contract is kept in force. The rela- 
tively high premium therefore makes it 
necessary for a man to use the ques- 
tion “How much can I afford?” as a 
measuring rod in determining the 
amount of insurance with which to 
replace his life value. 

Any one with a knowledge of finance 
today points to the life insurance 
business as one that is built on a sound 
and scientific foundation. But our 
studies of how to place a money value 
-on human lives, instead of giving us a 
rule as to how to determine the amount 
of insurance in an individual case, show 
us clearly that there is no blanket 
formula for answering the question 
asked by many a man, “How much 
life insurance should I own?” 


InsvrRAncE Basen on EARNINGS 


If our problem were merely theo- 
' retical, we should have plain sailing. 


‘It is perfectly logical, for instance, to 


say that the value of a man’s life to his 
family should equal the principal sum 
that, invested at current interest rates, 
would yield an income sufficient to 
replace the income the man would have 
earned had he lived out his life ex- 
pectancy, less his share of the family 
expenses. For instance, if a man of 35 
earned $4,500 a year and used $1,500 
for personal expenses, the amount of 
insurance he should own, according to 


this method, would be arrived at by 


finding the present value of the family’s 
share of his earnings. His expectancy 
of life at age 35 is a little over 31 years. 
The principal sum which, assuming 
5 per cent interest, would give the 
family an income of $3,000 annually 
for 31 years is $46,778. 

This amount of insurance would, of 
course, have to be adjusted as the 
man’s earnings and life expectancy 
changed. But the figure serves to 
illustrate the fact that while the life 
value of the man to his family may be 
$46,778, this amount of insurance is far 
more than the average man earning 
$4,500 a year can afford. Some under- 
writers, as a matter of fact, use an 
adaptation of this method in suggesting 
the amount of insurance a man should 
buy; but, on account of the many 
factors that may enter into the situa- 
tion, it by no means provides the solu- 
tion to the problem confronting a man 
who wants to give his family adequate 
protection. 


A Rois or THums 


Granting that there is no formula 
for giving an exact answer to the prob- 
lem of how much insurance a man 
should own, it is often necessary for the 
underwriter to have a sort of rule-of- 
thumb measure to answer the question 
which is so often asked, “How much 
insurance should, I own?” 

The Biblical “tithes” give us a cer- 
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tain standard of measure for our 
charitable contributions, even though 
the figures in the model budget of the 
present day under the “Charity” head- 
ing may vary considerably from the 
ancient ten-per-cent standard. Like- 
wise, the insurance premiums which go 
into the modern budget represent the 
amount saved to cover actual needs as 
closely as possible; but as a rough-and- 
ready standard for estimating mini- 
mum insurance coverage, a good many 
underwriters suggest that five times a 
man’s annual income is the absolute 
minimum a man should own. 

This is an arbitrary figure, and I 
shall have to confess to teaching it to 
insurance classes at the first School of 
‘Life Insurance at the Carnegie Insti- 
tute of ‘Technology in 1919, because of 
its simplicity. In other words, stu- 
dents who were not qualified to talk in 
terms of estate analysis could truthfully 
state to a prospect that up to age 55, 
five times his annual income was the 
minimum of insurance that a man 
should own-—since it would give his 
family ‘only one fourth of his present 
gross annual income, assuming a 5 per 
. cent-return of interest. 


$5,000 Annual Income 
x5 


$25,000 Minimum Insurance 
5% 





$1,250 a year income for family, or one 
fourth of present income. 


The underwriting departments of 
most companies would consider five 
times a man’s earnings a high figure for 
ages over 55. From this age on, there 
are so many factors to consider that 
no rule will wholly cover the situation. 


SELLING IN Terms or NEEDS 


In years past, lacking any definite 
formula, a man bought a life insurance 
policy now and then on the theory that 
life insurance was a good thing to have, 


and the more one had the better off he 
was. Now, however, the professional 
life underwriter sells insurance in terms 
of the needs it is to meet, and this 
method of selling insurance probably 
gives us the most accurate method of 
calculating the amount of insurance 
that ideally an individual should have. 
Suppose, for example, a man lists the 
following items as the amounts he 
wants his family to have in case of his 
death; that is, the amounts he would 
want them to have in order that (1) 
they could start with a “clean slate” so 
far as bills were concerned, and (2) 
they would receive the income they 
needed to cover expenses according to 
the standard of living to which they 
were accustomed: 
$ 7,500 to cover bills, administration ex- 
penses, and inheritance taxes 
at his death i 
5,000 for family during estate settlement 
15,000 to cover mortgage on home 
10,000 to provide for the education of his 
two children 
100,000 to give wife $5,000 minimum in- 
come for life (at 5%) with prin- 
cipal to go to children 


$187,500 Total . 
95,000 Present Estate—(Safe investments 
which will yield approximately 
5%) 


$42,500 


Any person will admit the logic of 
this reasoning, but there are obstacles 
which lie in the way of following 
through on the plan. In the first 
place, many a man seems to give to his 
life insurance dollars some sort of 
supernatural purchasing power that 
the ordinary dollar does not have, with 
the result that a man with dependents 
insists he has all the insurance he needs 
when, in reality, the $10,000 policy he 
owns would cover the living expenses of 
his family for about two years accord- 
ing to their present standard of living. - 

Possibly, as we have stated, the most 
frequent reason that we cannot follow 








DETERMINING ADEQUATE Lire INSURANCE COVERAGE 23 


through on an analysis of this kind is 
that, while the figures show the amount 
of insurance actually needed, this does 
not mean that the man can always pay 
_ for what he needs. Of course, in this 
case, the logical thing to do is to cover 
the most urgent needs as the first step 
in building the ideal program. 


CALCULATING INSURANCE FROM THE 
Company’s Point or View 


There is no question about the fact 
that, in comparison with property 
values, the human life values in this 
country are woefully underinsured. A 
study made by Dr. Louis I. Dublin and 
Dr. Alfred J. Lotka showed, for exam- 
ple, that in a large group of heads of 
families, among wage earners, 95 per 
cent of those who were insured had 
less than the amount of life insurance 
which might be considered at all ade- 
quate to replace their values to their 
families, and less than they could 
afford. It might seem, therefore, that 
the company’s problem in determining 
the amount of insurance to be issued 
was not a serious one. In the great 
majority of cases, as a matter of fact, 
where there are no physical impair- 
ments or undue hazards, there is no 
great problem involved. Newspaper 
headlines telling of suicides of individ- 
uals who suffered financial reverses 
during the depression following the 
1929 stock crash, but who owned in- 
surance for family or business protec- 
tion, prove, however, that in a certain 
number of cases a serious problem is 
involved in estimating life values for 
insurance purposes. 

When a wealthy man’s estate 
dropped quickly in value due to market 
conditions after the stock market crash 
of 1929, the insurance world was quick 
to talk of insurance in terms of replac- 
ing the values that were lost in a man’s 
estate. It would seem an easy matter 
to evaluate the amount of insurance 


needed to cover the amount of the loss. 
However, not only did life under- 
writers find that it was usually im- 
possible for the client to pay for enough 
insurance to replace fully the value of 
the loss, but the risk was regarded by 
the underwriting departments in a 
great many cases as far too hazardous 
to undertake, on account of the pre- 
vailing financial conditions with the 
attendant nervous strain and a corre- 
sponding increase in the element of 
speculation. 

A method suggested some time ago 
by R. D. Murphy, vice-president of The 
Equitable Life Assurance Society, for 
estimating roughly the amount of in- 
surance the company should issue, is to 
assume that the man may properly 
invest 20 per cent of his income in 
premiums on the ordinary life plan. 
If he wishes to put a larger proportion 
of his income into life insurance, the 
excess should be applied to obtain a 
form of policy requiring a higher pre- 
mium than ordinary life, such as an 
endowment or twenty-payment life 
policy. If his financial situation is such 
that he prefers term insurance, a larger 
amount should not be issued than could 
be obtained under the ordinary life 
plan. This rule applied to nonpartici- 
pating ordinary life, gives insurance of 
fifteen times the yearly income for age 
20 down to two and a half times for 
age 65. 

Another method, suggested by John 
M. Laird, vice-president of the Con- 
necticut General Life Insurance Com- 
pany, for determining personal insur- 
ance is to consider that 25 per cent of 
the man’s income is needed for his 
personal expenses including insurance 
premiums, and that, therefore, the 
insurable value of his life is the present 
value of 75 per cent of his future 
earnings. 

Mr. Laird, in an address to the Ac- 
tuarial Society of America, said: 
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. For simplicity, it may be assumed that 
. the present earnings will continue un- 
changéd until terminated by death or re- 
tirement. The average age of retirement 
will probably vary from about 66 if the ap- 
plicant enters at age 20, to 76 if he enters 
at age 65. -For convenience, the period be- 
tween date of issue and retirement may be 
taken as. the expectation of life by the 
American Men Table. The insurance value 


is then ‘found by multiplying his present. - 


earned income by 75 per cent of the present 
value of a temporary life annuity on the 
American Men Ultimate Table, with 5 per 
cent interest, as follows: 








aM. | @) | @) (4) 





Age Earning | Temporary |75% of (3) 
` Period | Life Annuity 
20 46 16.8489 ` 13 
25 42 16.3130 12 
30 38 15.6550 12 
35 34 14.8276 11 
40 29 13.6878 10 
45 25 12.4677 9 
50- 21 11.0707 8 
55 18 9.7231 T 
60 14 8.0641 6 
65 Il 6.5703 5 


The insurable value, therefore, ac- 
‘cording to this method, varies from 
thirteen times the earned income for 
age 20 at issue to five times the earned 
income for age 65, assuming that- all 
factors are satisfactory. Moreover, 
these figures represent maximum rather 
than minimum limits. 

; Business INSURANCE 
- In determining a man’s insurance, 
the fact must not be overlooked that 
‘his value to his family may be entirely 
different from his‘value to a business 
organization. 

In the field of business insurance, 
as in the field of personal insurance, 
the amount should fit the needs of 
the individual case. For instance, in 
sound stock purchase plans, the in- 


_large amounts of insurance. 


surance purchased on the life of each 
individual is ordinarily in proportion. 
to the amount which would be needed 
by his associates to purchase the hold- 
ings of the deceased from his estate. 
When the business is to be indemnified ` 
for the loss of a key man, we ordinarily 
have to use some rule-of-thumb method 
for deciding the amount of. insurance, 
such as five-years’ salary; or we may 
use the method by which the value of 
management is assumed to be the 
difference between profits and a fair 
return on capital over a period of years. 
The circumstances surrounding the 
individual situation, however, play as 
large a part in the business insurance 
case as in the personal insurance case, 
and no life insurance representative 
can offer a formula to fit all cases. 
Business insurance, cases often in- 
volve greater difficulty as far as the 
underwriting department of the com- 
pany is concerned than personal in- 
surance, for these cases usually involve 
The head 
of a prosperous business, for instance, 
may not be at all pleased to have a 
value of less than a million dollars 
placed on his life. This figure may not 
seem excessive to the board of direc- 
tors, and the agent in the case may be 
able to present facts that show that the 
million-dollar estimate is ‘the man’s 


' real value to the organization. 


If the life insurance company could 
merely pay the replacement value when 
the loss occurred, there might be little 
question about the amount which it 
would issue. However, since, as we 
have pointed out, the company is 
forced to look at future hazards, such 
as probable business worries in connec- 
tion with the success of the organiza- 
tion, occasionally there is considerable’ 
disappointment on the part of a life 
insurance agent as to the amount of 
the policy his company is willing to 
issue. 
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John M. Laird, and others who have 
given serious study to the subject, sug- 
gest that a reasonable amount to issue 
to indemnify the business for the loss 
of a key man would be five times the 
man’s annual compensation including 
salary, with à reasonable allowance for 
the value of his stock interest, par- 
ticularly if this stock has been given 
him in lieu of salary. 


Mersops in Use 


If we review the various methods of 
deciding the amount of life insurance, 
we see why we cannot provide a blan- 
ket answer to the question “How much 
insurance should I own?” It is not 
strange, therefore, that the average life 
underwriter more often than’ not com- 
putes insurance in terms of what he 
thinks the prospect can afford. Per- 
sonally, I do not quarrel seriously with 
this method, for when the human life 
values in this country are by no means 
covered by insurance, we may take for 
granted that most men need as much 
as they can buy. 

In my opinion, the professional 
method of calculating the amount of 
insurance is to make an estate analysis 
and to cover existing needs by insur- 
ance, payable in cash or as an income, 
according to the purpose to be served. 
But, as has been pointed out, in some 
cases even this method has its draw- 
backs, and we need some sort of rough- 
and-ready standard. 

I realize that by suggesting another 
formula I am merely adding to the 
number of arbitrary standards which 
must be adjusted to meet the actual 
situation, The only advantages I 
claim for it are that (1) it approximates 
the amounts which those who have 
made a study of underwriting problems 
feel to be justifiable in replacing aman’s 
earnings through insurance, and (2) 
it is easy to remember. 

Starting with fifteen times a man’s 


earnings, after deducting personal ex- 
penses, at age 20, the multiple is 
decreased two and a half for each ten 
years that the man lives, or one fourth 
each year.. The average amount of life 
insurance needed to replace a man’s 
life value to his family would, then, be: 








Age Family’s Share of Earnings 
Multiplied by 

20 15 

30 1214 

40 10 

50 1 


After age 55, we run into too many 
hazards to make a formula of this kind 
of practical value. 


FUTURE APPRAISALS ror Lire , 
INSURANCE 


As a matter of fact, when all our 
statements concerning methods for 
determining life insurance coverage 
must emphasize the impossibility of for- 
mulating definite rules, it seems almost 
futile to try to present any information 
other than a survey of the methods in 
use. Even considering the difficulties 
that lie in the path, however, I am con- 
vinced that the time is coming when 
appraisals of the value of a human life 


. to a family or to a business organiza- 


tion can be made as they are now made 
to determine the value of property. 
These appraisals will consider many 
factors, among which will be estimates 
by qualified judges of probable future 
as well as present values. 

Studies such as The Economics of 
Life Insurance by Dr. S. S. Huebner, 
and The Money Value of a Man by Dr. 
Louis I. Dublin and Dr. Alfred J. 
Lotka, are of inestimable value in pro- 
viding a solid foundation on which to 
build. Of course, the individual situa- 
tion will always have to be taken into 
consideration in the individual case; 
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but I think the time is not far distant 
when, within certain limits, the in- 
surance world will be able to agree on 
certain measuring rods—if not a single 


standard of measurement—for esti- 
mating the amount of life insurance 
that an individual should own to 
replace his life value. 


John A. Stevenson, Ph.D., is vice-president of the 
Penn Mutual Life Insurance Company, Philadelphia. 
He has had.a wide experience in educational and in- 
surance fields and leads an active public life. He is 
author of several books on educational methods and on 
salesmanship, and is a contributor to magazines. 


The American Trend Toward Annuities 
By ALBERT G. BORDEN 


N ENGLAND and Continental 
Europe the annuity principle has 
long been founded and plays a major 
rôle. In the United States, life insur- 
ance, its counterpart, occupies the cen- 
ter of the stage. Until recent years the 
annuity principle had taken but little 
root here, and had had but small growth. 
The reason. for this is not hard to find. 
The United States throughout its 
history has been essentially in a forma- 
tive state, true of all “young” coun- 
tries, that has called for large capital 
expenditures for development. The 
people of this country therefore have 
generally thought in terms of capital 


and profit—suggesting life insurance— ` 


rather than income,, where the annuity 
principle enters. The United States in 
recent years, however, has been ap- 
proaching maturity, and the problem of 
an assured income has been forging 
more and more to the front. The in- 
come idea has undoubtedly been stimu- 
lated also by the income tax laws which 
followed the War, causing a large por- 
tion of our more successful people con- 
sciously or unconsciously to think in 
terms of income. 


Present-Day ANNUITY Contracts 


The first authentic annuity in this 
country, dated May 22, 1761, between 
Francis Allison, a Presbyterian minis- 
ter, and what is now the Presbyterian 
Ministers’ Fund, was an annual pre- 
mium survivorship annuity. But the 
annuity business until recent years has 
generally been restricted to annuities 
purchased by a single sum. The 
demand for annuities having grown, it 
is of interest to note some of the forms 
that are now available. 
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Life annuity—This is the simplest 
form, which provides an annuity an- 
nually, semi-annually, quarterly, or 
monthly during the lifetime of the 
annuitant, there being no death benefit. 

Refund annuity.—This grants a sim- 
ilar return on a somewhat reduced 
scale to the annuitant for life; but pro- 
vides in the event of his or her death 
before the sum of the income payments 
has equaled the original premium paid, 
that the income shall continue to a 
beneficiary until the full face of the 
principal payment shall have been 
returned. . 

Cash refund annuity—This form is 
similar to the refund, except that any 
adjustment in the event of premature 
death is made in cash instead of in the 
form of continued payments. The 
annual return is somewhat less than 
with the refund annuity. (There is a 
record of what might be called a refund 
annuity as early as 1308, when the 
Abbot of St. Denis arranged with the 
Archbishop of Cologne to pay him a life 
annuity of 400 livres in consideration 
of 2,400 livres paid to the monastery; 
but with the provision that in the event 
of death during the first two years, 
1,000 livres were to be repaid to the 
heirs of the archbishop!) 

Survivorship annuity—This is a 
contract which savors of life insurance 
in that a life annuity is payable by the 
life insurance company, as the first 
party, to a third party, but is contin- 
gent and commences upon the death of 
a second party, the annuity usually 
being purchased by yearly payments 
while both are alive. 

Joint and survivorship annuity. — 
This provides an annuity for life to two 
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or more parties jointly, payable until 
the death of the last survivor. 

Deferred annuity.—The buyer builds 
up over a term of years, usually during 
the active earning period or by a single 
sum, ‘a fund which at the end ‘of the 

- deferred period is converted into an 
annuity, either on the life or the refund 
plan. ; 

These are the principal individual 
forms, but in addition there are several 
far-reaching and intricate pension an- 
nuity plans, of which something will be 

. said later. ' 

A survey-of annuity contracts would 
not be complete if it did not refer to the 
death settlement provisions of the 
modern life insurance policy. While 
the early American life insurance poli- 
cies provided for an annuity income to 
the wife, gradually this form of settle- 
ment was replaced by a cash or lump- 
sum settlement. But of late there has 
been a growing tendency to recognize 
the value of income settlements. Upon 
the death of a policyholder the interests 
of the wife and the family are often best 
served where the proceeds of the insur- 
ance are paid over a term of years, or 
during the lifetime of the beneficiary. 


Annuities LENGTHEN Lirt 


An official of one of the large life 
insurance companies, on being asked 
` recently, as to what really was the ad- 
_ vantage of an annuity, rather pointedly 
suggested: 


Annuitants generally are longer lived, 
being assets to their relatives and associates! 
They are treated with consideration and 
care! Colds and fleeting ills are kept from 
them! Good and nourishing food is their 
lot. Freedom from financial worry and 


investment cares leaves them free to actu- 


ally enjoy old age! 
That annuitants live longer than the 
common lot is proverbially true; so 
“much so that life insurance companies 
employ a separate experience table for 


figuring rates on annuity contracts. . 
Several of the large life insurance com- 
panies that have done -an extensive 
annuity business have many annuitants 
well over age ninety still living com- 
fortably, and some actually reaching 
age one hundred. This lengthening of 
life is even more apparent in women 
thaninmen. This was noted some two ' 
hundred years ago, a certain grantor of 
annuities being ‘often known to ex- 
claim: “Never grant annuities to old 
women! They wither but they never . 
die.” It is also illustrated in the old 
Scotch poem by George Outram in 
which a grantor, after telling of an 
annuity he had sold to a widow, 
laments: 


The bargain lookit fair enough— 
She just was turn’d saxty-three— 
I couldna guess’d she’d prove sae teugh 
By human ingenuity. 
But years have come, and years have gane, 
And there she’s yet as stieve’s a stane— - 
The limmer’s growin’ young again, ` 
Since she got her annuity. 
+ © * * * 
I read the tables drawn wi’ care 
For an Insurance Company; 
Her chance œ’ life was stated there 
WY perfect perspicuity. 
But tables here, or tables there, 
She’s lived ten years beyond her share, 
An’s like to live a dozen mair 
To ca’ for her annuity. 


INCREASING INTEREST IN ANNUITIES 


The depression of the last two years 
has greatly stimulated the purchase of 
annuities. The individual investments 
made by countless people have shown 
such large declines that many thought- 
ful men and women have turned to the 
great life insurance companies’ for a 
measure of safety not found'in the’ 
ordinary investment. But there is . 
another reason. Many a man who, 
having saved say $50,000, has looked 
forward to a yearly income of $2,500 
for his retirement days, now finds his 
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securities shrunken to probably one 
half of the amount and the resulting 
income possibly cut in two. Here is 
where the annuity principle comes in to 
advantage; for taking age 65 for exam- 
ple, the annuity return being approxi- 
mately 10 per cent, he is enabled to 
restore his original income of $2,500 
- notwithstanding his shrunken estate of 
$25,000. 

The present-day mind of the public 
in the matter of annuities is also illus- 
trated in the field of advertising. The 
advertising manager of one life insur- 
ance company is authority for the 
statement that coupons coming in from 
advertisements featuring old-age in- 
comes are two or threetimes as numerous 
as the coupons from advertisements fea- 
turing life insurance. Possibly a part 
of this is due to the relative novelty of 
the annuity idea; but undoubtedly to a 
large degree, it reflects the anxiety of 
the readers in the matter of their 
financial future. 

Another interesting indication of the 


. trend in the matter of annuities is in 


respect to women. Women of large 
and small capital have found it advan- 
tageous, especially in these troubled 
times, to invest a portion of their 
capital'in an annuity. A large propor- 
tion of the wealth of the country is 
owned by women, and an annuity 
furnishes the important element of 
expert financial management. Fur- 
thermore, there are countless income- 
producing women in professional or 
business life who have begun to realize 
the wisdom of adopting a definite 
saving program that will mean ultimate 
financial independence; they have 
found the retirement annuity issued by 
a number of companies the very answer 
to their problem. Many life under- 
writers, both men and women, are 
- actually specializing in annuities for 
women, conscious of the growing 
response in this field. 


Another new field for the annuity is 
in connection with religious and chari- 
tableinstitutions. In the last few years 
considerable attention has been given 
to the development of the annuity as a 
sound basis by which a donor may pro- 
vide for his own declining years and at 
the same time make substantial pro- 
vision for a cherished charity, an educa- 
tional or religious institution. The 
Federal Council of the Churches of 
Christ in America has a Committee on 
Finance and Fiduciary Matters that 
has been making a special study of the 
subject as a promising field for the 
raising of capital funds, 

While it is true that the demand for 
annuities has fostered the development 
of the many annuity forms, it is also 
true that the issuance of a particularly 
attractive form by a life insurance 
company has actually stimulated a 
demand for the contract. This is 
borne out by the experience of one of 
the leading companies that has for 
many years featured its annuity service, 
in that in the year 1921 it brought out a 
form of retirement annuity (deferred 
annuity) that was originally intended 
for wholesale use by the employer or the 
employees of large establishments. 
The agency force of the company soon 
realized that the contract was ideal for 
individual buyers, both men and 
women, and as a result, the individual 
contracts sold on this plan have largely 
exceeded the anticipations of this 
company for it on the wholesale plan, 
the new first-year premiums received 
from individuals in the year 1931 ex- 
ceeding $10,000,000. This is an inter- 
esting illustration of the fact that while 
demand usually creates the supply, 
sometimes the supply will vitalize the 
demand. 

In the field of individual annuities, 
the greatest development has ‘been 
along the lines of the deferred or retire- 
ment annuity, by which a person, 
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through relatively easy payments dur- 
ing his active business experience, can 
make adequate provision for the retire- 
ment years of life. 


SECURITY VERSUS SECURITIES 


The annuity principle is amusingly 
illustrated in the following incident. 
A prominent wealthy business man in 
New York, who owned considerable 
life insurance, once remarked to the 
writer: 


“Don’t you think I have made pretty 
fair provision for my wife?” (which was 
the case). And he continued: “And my 
children? And my brothers? And my 
sisters? Well, do you know, there is one 
man I haven’t provided for! That’s the 
old man! I am fifty-five years of age, and 
most men will concede that financially 
speaking I can find my way around in the 
dark, But I am not fooling myself. I 
have seen many a shrewd man of fifty-five 
do perfectly awful things by the time he was 
sixty-five” —adding with a smile: “I am not 
speaking matrimonially, either, but finan- 
cially! Isn’t there some contract by which 
I can protect myself from myself?” 

How can a man be sure that he can 
continue safely to invest and reinvest 
the money that he has saved? A single 
mental lapse may undo the savings of 
twenty years. Itis here that the sound 
life insurance company effectively 
serves the public. Through its invest- 
ment principle of diversification, re- 
turns are guaranteed; for it invests its 
funds in a number of major fields, such 
as Government bonds, publie utility 
bonds, railroad bonds, preferred stocks, 
real estate mortgages, business loans, 
farm and dwelling loans, policy loans, 
and other safe lines. This principle of 
diversification is illustrated by the 
president of one of the large New 
England companies, in speaking of how 
the policyholder’s dollar was invested: 
38 cents of it is in mortgage loans on real 

estate—28 cents in city mortgages; 
10 cents in farm mortgages. 


16 cents is in railroad securities, 
16 cents in loans to policyholders, 
9 centsin government and municipal 
securities, 
10 cents in public utilities, and 
11 cents in cash and miscellaneous assets. 


He also illustrates the wide geograph- 
ical distribution: 


38 cents of your insurance dollar is invested 
on the Atlantic Coast, from Maine 
to Florida; nearly 

47 cents in the Central States, 

10 cents in the Pacific Coast region, and a 
little less than 

6 cents in our territories, Canada, and 
elsewhere. 


But this general diversification is not 
all. In each of the subdivisions there 
are many thousands of separate units. 
In one company, for instance, there are 
over 85,000 separate mortgages alone, 
and over 700 different securities. Fur- 
thermore, the effect of one year’s ac- 
quisition is limited because the bulk 
of the investments is carried over from 
each year to the next; the result is great 
stability of income return. 


GROUP ANNUITIES 


In the realm of annuities for pension- 
ing employees, the development is 
even more startling. The management 
of most successful business houses takes 
a real interest in the welfare of its em- 
ployees, and many corporations have 
installed various retirement plans by 
which employees serving an extended | 
term of years can look forward to some 
degree of financial security in their. 
declining days. Many of these plans, 
however, have not been based on cor- 
rect scientific principles, and the factor 
of what is known as “accrued liability” 
has too often been ignored, later caus- 
ing great financial problems, and in 
some cases disaster. In the last five 
years large business houses have begun 
to recognize the fact that a great life 
insurance company furnishes the ideal 
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facilities for setting up a scientifically 
sound retirement program, because the 
life insurance company not only gives 
expert advice in developing the plan 
but also administers and guarantees 
whatever plan is finally decided upon 
with the corporation. 

Here is a series of thought-provoking 
questions for employers to consider, 
that is presented by one life insurance 
company: 


Why are we considering a retirement 
plan? Is it because: 


(1) we feel a responsibility to protect our 
employees in old age; or 

(2) we wish to cut down labor turnover; 
or 

(3) we believe a retirement plan will pay 
dividends in removing deadwood 
and inefficients, leaving room for 
advancement of younger employ- 
ees and causing an actual reduc- 
tion in pay roll; or 

(4) we consider it good, sound business by 
establishing a retirement objective 
to raise the morale of our employ- 

<- ees; or 

(5) others do it and we have to follow if 

we are to hold our employees? 


These questions illustrate principles 
that inevitably are making for the 
adoption of sound pension or group 
annuity plans. 

As indicating how widespread is the 
interest in this subject of annuity 
pension plans, a special committee of 
the Chamber of Commerce of the United 
States has been making an extensive 
study of the subject and has just filed 
a comprehensive report (in January 
1932) that is scheduled to come up for 
consideration at the annual meeting of 
the Chamber of Commerce in San 
Francisco in May 1982. 

A number of the great corporations 
of the country have already turned to 
the life insurance companies for a 
review of their pension plans and have 


had them underwritten by the insur- 
ance companies; for example, the 
Eastman Kodak Company, the Ameri- 
can Chicle Company, the General 
Cable Company, the Westinghouse 
Electric & Manufacturing Company, 
and some of the Standard Oil com- 
panies. Most of these retirement plans 
call for a joint contribution on the part 
of employer and employee, and in 
many cases make provision, in the 
event that the employee leaves, that a 
substantial portion of the annuity pur- 
chasable at that time shall be available 
for him to take with him. 


GROWTH or Annurry Business 


Figures oftentimes seem dead and 
lifeless, But occasionally when they 
are an indication of remarkable growth, 
the very vigor and activity they reflect 
impart an atmosphere of vitality that 
seems almost to make them speak. 
The annuity figures are of this nature. 
They tell a vivid story of what has been 
happening in the United States in 
recent years in the field of annuities. 

The following are the figures, as 
reported by the national Chamber of 
Commerce, of all annuity premiums 
received by life insurance companies in 
the United States:! 











Total Considerations 


Received 
WG oe niann va weed $5,671,844 
O20 ei desig Biren oe eeee oe 10,721,183 
1980.06 6 i athe aT 107,722,972 


While complete figures for the year 
1931 are not available, the record for 
that year bids fair to show even further 


1 It should be borne in mind that the money 
paid for an annuity is really in the nature of a 
savings deposit; the return to the annuitant in 
effect represents a scientific distribution of his 
principal, with due allowance for interest and 
benefit of survivorship. 
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growth; for at least in one company 
that already had a.large volume of 
annuity..business, there was a marked 
advance over the year 1930. 

An annuity, as offered by any of the 
leading life insurance companies, is a 
solution of one of the great social prob- 
lems of the day, in that it furnishes the 
individual with an assured answer to 
the vital problem of the morrow. And 
in the case of large groups of employees, 
the group annuity works to the mutual 
‘advantage of the corporation’ and the 
individual. ` It seems fair to assume, 
therefore, that in the years that lie 


ahead there will be a further great 
growth of annuities in this country. 
Ponce de León in his search for im- - 

mortal youth exemplified the longings 
and the hopes of mankind. Old agè at 
best is a problem, but when confronted 
with financial disaster, the situation 
becomes appalling. If Ponce de León 
were to come to this country today, he 
might not find his fountain of perpetual 
youth; but he would at least find in the 
modern scientific annuity an answer to 
one of the great problems of mankind— 
financial peace and comfort in ‘the 
sunset days of life.: 


Mr. Albert, G. Borden is second vice-president of the © 
, Equitable Life Assurance Society of the United States, . 
and ts in charge of training the agents of that Society. 
He was formerly secretary-treasurer of the Association 
of Life Agency Officers, and more recently national 
chairman of 1932 Life Insurance Day. : He is well 
known in life insurance circles as a lecturer and author, 
‘and his’ book on the Investment and Trust Service of 
Life Insurance is a standard reference work. 


Industrial Pensions 
. By Ineatis Kimpat, 


RECENT investigation of pension 

à plans in operation in industry in 
the United States and Canada revealed 
four outstanding developments: (1) 
a marked increase in the number of 
plans dealt with on a reserve basis; (2) 
a very great increase in the amount of 
money actually segregated in pension 
reserves; (3) a great increase in the 
number of plans administered through 
life insurance companies; and (4) a 
very strong trend toward contributory 
schemes. 
Chart I indicates the number of 
plans of various types which appear to 
have been established in each year. 
Because of the many consolidations 
and mergers which have taken place, 
involving the discontinuance of a plan 


or its consolidation with another plan 
already in existence, and also because 
of the difficulty of securing precise data 
as to the date of establishment of 
many of the plans noted, the chart, 
especially before 1920, is inaccurate in 
detail. 

Were the figures weighted by the 
number of employees involved, the ap- 
pearance of the chart would also be 
considerably varied. For example, in 
the year 1900 only one plan appears to 


have been established; but that was the . 


plan of the Pennsylvania Railroad, 
covering, even at that time, nearly 100,- 
000 employees. In 1908 many plans 
appear to have been established, though 
the fact is that several of these had been 
in practical operation for a number of 
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years, and the date is that on which the 
reports of disbursements to the Inter- 
state Commerce Commission clearly 
record pension payments. The years 
1910 and 1911 saw the formalizing of 
the plan of the New York Central 
Railroad and the establishment of 
the plan of the United States Steel 
.Corporation—both huge employers. 

The great activity indicated between 
1915 and 1920 came about largely be- 
cause of the adoption by many indus- 
tries of very generous plans, primarily 
as an inducement to enter the service 
and to continue in it; for this period 
was one of great industrial activity and 
there was much competition for labor. 
It was the period during which group 
life insurance and other welfare activi- 
ties found high favor. 

During the last ten years the actual 
number of plans adopted has shown no 
very great advance, but the proportion 
actually funded or administered by 
insurance companies has for the first 
time become important. In 1931 there 
appears no record of the adoption of 
any plan not based on the general 
principle of funding, and only two are 
recorded that were not administered by 
insurance companies. 

The investigation on which the chart 
is based is obviously incomplete. It is 
impossible to say that all pension plans 
in the United States and Canada are 
covered by it. Indeed there are prob- 
ably a great many, especially in smaller 
-concerns, which have not been re- 
corded; but it is none the less true that 
the general trend toward the adoption 
of plans at all, and the still more 
marked trend toward the adoption of 
those which are on a sound financial 
basis, are fairly indicated. If a com- 
plete record could be had it is not 
unlikely that the general’ appearance 
of the chart would remain unal- 
tered, though all the bars would be 
higher. 


How Insurance COMPANIES ENTERED 
THE SITUATION 


In most of the early pension plans, 
and indeed in the vast majority of the 
early-established ones still existing, 
pension payments were paid as a sup- 
plementary pay roll out of current 
operating revenue and were charged to 
operating cost as paid. The amounts 
involved, when compared with the 
total operating expenditures, were so 
small that they appear to have re- 
ceived very scant attention from major 
executives. By 1915, when pension 
payments had in many cases reached 
important proportions, industrial ac- 
tivity and pay rolls were increasing so 
very rapidly that the pension roll in 
relation to other items was still too 
small to give serious concern. Indeed 
in some cases the total pension expendi- 
ture appeared, because of the dispro- 
portionate increase in the total pay 
rolls, as an actually decreasing per- 
centage of total cost. This was de- 
ceptive. 

Reference to the chart indicates the 
adoption of many funded plans not on 
an actuarial or reserve basis. A good 
example of this is the Carnegie Pension 
Fund of the United States Steel Cor- 
poration. This was set up from a gift 
of $4,000,000 by Mr. Andrew Carnegie 
and $8,000,000 by the Steel Corpora- 
tion, in the expectation that the inter- 
est on the fund would serve not only to 
pay the pensions, but also to increase 
the fund itself so that the interest - 
would always suffice. to cover the re- 
quirements. Pension payments, how- 
ever, within five years of the establish- 
ment of the fund, exceeded the total 
interest return, since which time the 
excess has been paid as a current cost 
by the Corporation. 

In the depression beginning in 1921, 
when pay rolls of many industries were 
drastically cut and pension payments 
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continued to increase, a good many ex- 
ecutives became concerned, especially 
in view of the low profits and the 
necessity of cutting all expenses that 
could be cut. During the decade from 
1910 to 1920 the growth of group life 
insurance, under which all employees 
of a single employer may be protected 
through the issuance of one contract, 
had brought about an increasingly inti- 
mate contact between business men 
and the officers of life insurance com- 
panies. It was therefore not unnatural 
that the advice of the life insurance 
companies should be asked with rela- 
tion to the probable future cost of pen- 
sions under the plans that were then in 
operation. 

It was at about this time also that 
the newspapers reported enormous 
deficiencies in many Governmental 
pension funds, and the subject was 
stressed again by the spectacular fail- 
ure of the fund of Morris & Company, 
packers of Chicago. In this case, 
despite generous gifts by the employer 
and a single donation of half a million 
dollars by a member of the Morris 
family, the fund on the liquidation of 
the Morris & Company business suf- 
ficed only to continue the existing pen- 


sions for a period of some fourteen - 


months. 


SOLVING tHE DIFFICULTIES OF 
Pension Cost ACCOUNTING 


Since 1922 discussions between in- 
surance people and industrialists have 
continued. During all this time the 
insurance companies, through their 
increasing knowledge of industrial 
' practices, have been modifying their 
contracts to the needs of industry, and 
industry has been gradually coming to 
an acceptance of the fact that currently 
accruing pensions constitute a liability 
properly chargeable against current 
production; in other words, that the 
charging of pensions as they are paid, 


which has been the practice in the past, 
is incorrect accounting, since it repre- 
sents a cost for which no present value 
is received. ; 

On consulting an actuary or an insur- 
ance company about his pension prob- 
lem, one of the first questions asked 
by a business executive is, “What is it 
going to cost?” Realizing the tend- 
ency of current pension payments to 
rise, he goes a bit further and asks, 
“When shall we reach the ‘peak’?” 

Since a pension is an annuity, it is 
not difficult for an insurance man to 
tell at any time, by the application of 
recognized mortality and interest ta- 
bles, the amount that would be suffi- 
cient to continue those payments 
regularly until the death of the pen- 
sioner. Obviously this calculation is 
valid only if the number of pensioners 
is great, enough so that the law of 
averages may be depended upon. By 
the application of similar tables to the 
active employees in accordance with 
their various ages, the actuary can tell 
at any time not only how much ought 
to be in reserve today, but how much 
ought to be put into reserve in each 
succeeding year up to the time of the 
retirement of each employee in order to 
assure the payment of his pension until 
death. l 

The diffculty that the actuaries ran 
into in most industrial pension plans 
lay not in the figuring of definite 
things, but in the determination of 
matters which are not definite and 
therefore not subject to determination, 
Most of the pension plans in effect be- 
fore 1920 provided for the payment of a 
benefit which in amount should repre- 
sent a percentage of the employee’s 
final salary (or final five or ten years’ 
average salary) multiplied by the num- 
þer of years of service. Who is to say 
what the final salary will be? Who 
could have predicted in 1905, when all 
railway wages in the}United {States 
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averaged about $650, that the average 
would by 1925 have risen ‘to $1,650? 

There was another question that no 
actuary could answer; namely, “What 
proportion of the active force of today 


. will remain in the service to draw pen- ` 


sions twenty or thirty years hence?” 
Persistency of employment is indeter- 
minate. It may be estimated; but of 
what value would be the estimates 
made in 1910 on the basis of then exist- 
ing information, as to persistency of 
employment in 1918 or 1929 or 1931? 


Two Sounp Pension PLANS 


Because of these difficulties, methods 
were sought by which at least the 
maximum liability for pensions accrued 
up to any given time might be known. 
Two plans were developed: 

(1) The money purchase plan.—Un- 
der this plan the employer, either alone 

. or jointly with the employee, sets aside 
during each year of active service a 
certain sum of money or a certain per- 
centage of the employee’s pay. This 
fund is segregated and accumulated at 
interest and is used at the date of re- 
tirement in the purchase of an annuity 
in such an amount as is possible, at the 
rates then in force, with the total 


available accumulation. This plan is . 


absolutely sound. The employer from 
the beginning may limit his payment in 
any way he wishes. He will never be 
subject to any further cost in the carry- 
ing out of the scheme. It can be varied 
almost endlessly to meet the varying 
conditions of industry. It has on the 
other hand three clearly marked dis- 
advantages. 

(a) Because of the workings of com- 
pound interest, the amount of the ac- 
cumulation with respect to an employee 
who begins at a young age is dispro- 
portionately large, and the accumula- 
tion with respect to an employee who 
begins at an older age, say forty, is 
disproportionately small. Therefore, 


a contribution that produces an ade- 
quate pension for a young employee 
will produce a very niggardly pension 
for one who begins much older: 

(b) Of two employees now the same 
age, paying the same contribution, one 
who entered at the younger age would 
receive a much larger pension than the 
one who entered at the older age. 

This difficulty can be adjusted in a 
measure by increasing the contribution 
at the older ages of entrance into the 
plan, and decreasing it at the younger 
ages. ‘This results, however, in a com- 
plex and costly accounting system, and 
obviously eliminates one of the princi- 
pal advantages of the scheme, namely, 
the uniformity of cost. For with this 
variation, cost changes automatically 
as average age of entry into the service 
changes. 

(c) The plan is difficult of statement. 
No employee knows exactly what he is 
going to get until he actually gets it. 
It seems, moreover, somewhat illogical 
that a plan intended to provide for the 
comfortable retirement of long-service 
employees should be devised rather with 
reference to current cost than with ref- 
erence to its real object, namely, the 
eventual benefit. 

(2) A percentage of the average pay 
over the whole period of service—tTIf the . 
pension benefit, payable from the 
normal retirement age, be determined 
as a percentage (say 2 per cent) of the 
average wage over the whole period of 
service, it is obvious that the pension 
accruing each year is an annuity (pay- 
able for life from the normal retirement 
age) equal to 2 per cent of the pay 
received during that year. Since the 
amount of the pay each year is a de- 
termined sum, the annuity is equally 
determined, and its present value is, 
by the application of the interest and 
mortality tables, equally definite. Thus 
the employer who sets up his plan on 
this basis may know each year pre- 
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-cisely the present value of the eventual 
pensions that have accrued during the 
year. . 

If reserves sufficient to provide an- 
nuities for all active employees have 
been set up in any year, and if later one 
or more employees leave the service 
before reaching normal retirement age 
(as many undoubtedly will), the re- 
serve previously set up for each of these 
employees, with all its accretions, lies 
‘as a credit against the new reserve 
set up for remaining employees. Un- 
der this plan the-employer’s net re- 
serve at the end of each year is the 
present value of all the annuities ac- 
cumulated for all employees remaining 
active at that time. 

Very few industries have established 
pension plans coincidently with the 
establishment of the business, and in 
‘most cases there are many active em- 
ployees whose salary history is un- 
known and for whom, therefore, it will 
be impractical to determine the amount 


of annuity that, should be set up for 
them from’ the time of the establish- 
ment of the plan. As a simple and 
reasonably just method of overcoming 


‘this difficulty, it is usual in setting up 


a plan to state the benefits, for example 
as follows: 


Retirement annuity payable from 

age sixty-five, in an amount equal to 

1)4 per cent of current actual salary 

multiplied by years of past service, 
PLUS 


2 per cent of each year’s salary from 
the establishment of the plan to the 
normal retirement age. 


The percentage as to past service is 
customarily smaller than that as to 
future service because usually the 
salary at presentis substantially greater 
than the average salary over the years 
of prior service. This is especially true 
in the case of longer-service employees. . 
As to those of short service the differ- 
ence is unimportant. 
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How Conrrisutory PLANS Grew 


If the plan is to be contributory—as 
is now the almost universal custom 
(see Chart IT)—there is a still further 
reason for the higher benefit as to 
future service than that as to past 
service., Under such a plan, as out- 
lined above, the employee’s contribu- 
tion may be 8 per cent or 4 per cent of 
his current pay. This amount is held 
in reserve for him individually, and is 
used, as far as it will go, toward pro- 
viding the reserve for the current year’s 
service—the balance only being pro- 
vided by the employer. It is custom- 
ary in most plans to provide also that 
the employee on leaving the service is 
entitled to the return of his contribu- 
tion, either with or without interest, 
and in the case of plans administered 
by insurance companies, to the option 
-of a paid-up annuity or a continuing 
_ annuity contract. At death there is 
` paid to his estate an amount equal to 
his contributions (with or without 
interest) less any pension payments he 
may have received. 

Since the insurance companies began 
the administration of retirement plans, 
many employers who had previously 
hesitated to permit contributions of 
employees because of the fear of an 
implied contract and because of disin- 
clination to handle employees’ money, 
have changed their attitude in this re- 
_ gard. A contributory plan can now be 
` operated without involving the em- 
ployer in any possible embarrassment. 

The entrance of the insurance com- 
panies into the field has also made 
practical the operation of retirement 
plans in very small establishments in 
which the number of lives involved 
would have made impossible any at- 
tempt to-set up on a sound basis a 
fund. which must necessarily depend 
upon the law of averages. 

The very active agitation of the 


whole subject of industrial pensions,- 
not only by insurance companies but 
also through the newspapers and vari- 
ous commercial organizations inter- 
ested in the management of industry, 
has inevitably brought with it a con- 
siderable number of independent pro- 
fessional advisers who have sought to 
profit from the sale of their services in 
the making of reports and investiga- 
tions. The more investigations there 
are, the more every one will know 
about ‘the subject; and the more 
expertly the facts gathered are studied, - 
the more worth while will be the 
information gained. Unfortunately, 
not all of those offering professional 
advice in connection with pension 
plans are fully qualified, either through 
actual experience or professional train- 
ing, to deal with the matter on a sound. 
basis, and there is ever present the temp- 
tation to please the employer by making 
the costs appear attractively low. 


Pension Costs DEPEND on 
ARITHMETIC—Nor Macic 
While at the beginning many busi- 
ness men considered that the estimates 
made by qualified actuaries were un- 
duly conservative, experience is dem- 
onstrating again and again as time 
goes on that by’no trick of finance can 
net eventual pension costs be reduced. 
A very simple and very brief formula 
of cost may be set up as follows: 
The amount paid in benefits to 
employees 
PLUS 
the administration cost 
MINUS 
the interest return on invested funds, 


The cost of administration in any 
large plan, even when it includes all 
overhead and the acquisition cost of in- 
surance companies, is a comparatively 
small item; and the difference of ad- 
ministrative cost as between various 
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- methods of administration is, of course, 
_ still smaller. The interest return on 
invested funds as between various in- 


vesting agencies, when safety i is essen- ` 


tial, is slight. 

There is no magic by whiċh pension 
costs can be reduced. Whether paid 
as a current cost—funded or however 
dealt with—the formula set forth 
above holds good. 


ACCRUED PENSIONS CONTINUED WITH 
CHANGE OF EMPLOYERS 


One recent development deserves 
mention. Indeed it deserves long and 


careful study for which there is no 
space here.. That is the thought 
which . has already in some isolated 
instances and in modified ways become 
a practice, of permitting an employee 
who leaves the service of one employer 
to carry with him to the next employer 
the portion of his eventual pension 
that has accrued through the years he 
has served. A modification of this 
method is contemplated in Mr. Swope’s 
suggestion. Should such a plan ever 
become general.a long step will have 
been taken toward the abolition of 
poverty among the old. 


Mr. Ingalls Kimball is director of Group Annuities, 
. Metropolitan Life Insurance Company, New York City. 
- He is a writer and lecturer on the general subject of 


industrial pensions. 


Group Insurance 


By Wurm J. GRAHAM 


HEN the group insurance chap- 
ter in “Modern Insurance Tend- 
encies”! was prepared five years ago, 
group insurance was popularly under- 
stood to be what we now designate 
specifically as group life insurance. 
’ Few companies had then issued or 
‘were then ready to issue other than 
life coverage on the group plan, and 
the sum total of such other insurance 
- was negligible compared with group 
life. 
Group insurance today embraces 
group life insurance, group accident and 
‘health insurance, group accidental death 
and dismemberment insurance, and 
“group annuities. The premium income 
for all forms of group insurance as re- 
ported by the eight leading group-writ- 
ing companies in the United States for 
the year 1931 was slightly over one hun- 
dred and fifty million dollars. Thirty- 
three per cent of this group premium 
income was received for coverages other 
than group life, which compares with a 
figure of slightly less than one per cent 
received for such coverages five ‘years 
previously. ` 
Group insurance is directly related 
to the pay check, and therefore is 
influenced by conditions pertaining to 
employment. Within the past five 
years the employment situation has 
changed from one of. great activity 
with peak numbers on the pay rolls 
at peak wages, to a point in 1931 where 
both the numbers employed and the 
wages paid have shrunk to relatively 
low figures.’ Despite this situation, 
every form of group insurance has 
. maintained and increased its premium 
income. 
1 Tan Annars, Vol. cxxx, March 1927. 


‘Discounting . the indicated. 
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popularity of the plan and the indicated ` 
reluctance of both the employer and 

the employee to curtail or abandon 

group insurance coverage, the experi- 

ence calls for some additional explana- 

tion in view of the fact that workmen’s 

compensation premiums, based directly 

on the size of the pay rolls, have 

shown a shrinkage conservatively esti- 

mated at 25 per cent. 

Possibly the chief factor accounting 
for the favorable showing of group 
insurance income as compared with 
workmen’s compensation income is 
the new order of staggering employ- 
ment in order to distribute work - 
among the maximum number in’ re- 
duced hours, rather than laying off 
large numbers and keeping the re- 
mainder employed more or less on full 
time. While this action does not alter 
the enormous reduction in wages 
paid, it does permit a maximum num- 
ber to continue on the pay roll and so 
continue their group insurance at the 
full face amount. In case of temporary 
shut-down, employees are frequently 
permitted to continue their group in-, 
surance. Where the employer is 
paying the entire premium on the non- 
contributory plan, he will often con- 
tinue the insurance. The premium 
payments are small; they serve to pro- 
tect the employee, and in a way help 
to keep the organization together over | 
the period of the shut-down. Where, 
as is more common, the employees 
contribute, the insurance seems to be 
so valued by them that despite the 
hardships entailed upon them in the - 
shut-down, they manage to make 
their payments to the employer to 
maintain their insurance. Commonly, 
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too, where reductions have been made 
in the wage or salary classifications, 
the tendency of employers has been to 
continue the group insurance at the 
maximum figure. 


GROUP Lire INSURANCE 


The growth of group life insurance 
during the last five years has been 
outstanding. The increase in business 
in force over this five-year period is 
greater than the amount in force at the 
end of the first fourteen years of its 
history. The following table shows 
the growth of group life insurance year 
by year since its introduction in 1911 
by the Equitable Life Assurance 
Society. 


Taste I Vorone anp Grows or Grour 
LIFE INSURANCE IN THE UNITED STATES, 











1912-1981 
1919 oi oii tat indy os $13,172,198 
1913 31,202,014 
FOIA oo he oe sah ato oaks 64,407,545 
TI ish s sees eaa 99,049,326 
1916. 152,859,349 
TOUT occa N ET 346,525,472 
1918 627,008,490 
1919. 1,145,786,131 
1920 erence nen E 1,662,327,449 
1921. 1,598,742,713 
[989 a eu panies 1,847,139,277 
1923. 2,468,985,567 
1924. 3,194,576,412 
1925. 4,299,271,187 
1926. 5,425,987,646 
1927. 6,429,742,511 
1928. 8,034,289,884 
1929. 9,121,447,985 
1930 9,886,028,572 
1981. 10,000,000,000° 
§ Estimated. 


From the above table we note that 
in the past five years the volume out- 
standing increased $4,574,000,000, or 
approximately 84 per cent. In this 
same period the number of employers 
protecting their employees through 
group life insurance increased 171 per 
cent. ‘There were approximately 14,- 


000 master policies outstanding in 


"1926 and 88,000 master policies out- 


standing in 1981. 

In 1926 approximately 4,500,000 
employees were protected by group 
life insurance; today the total is more 
than 6,500,000. The average amount 
per employee in 1926 was $1,200. In 
1931 it had increased to about $1,540. 
This increase in the average amount 
per employee is chiefly due to three 
factors: first, many plans’provide that 
the amount of insurance per employee 
shall increase with years of service or 
salary; second, there has developed an 
increasing tendency to place plans on 
the contributory basis to permit larger 
amounts of insurance than the em- 
ployer alone could afford to purchase; 
and finally, the maximum amount 
possible for any one employee was 
increased from $10,000 to $20,000. 

Table IT shows the amended rule de- 
termining the maximum amount avail- 
able for any one employee, as adopted by 
all leading group-writing companies. 

Mortality experience in group life 
insurance has shown a slight increase 
in the ratio of actual to expected 
deaths. From 1926 to 1930, the last 
year for which definite figures are 
available, this ratio of actual to tabular 
deaths in six of the leading companies 
having 75 per cent of the group life 
insurance in force increased from 92 
to 96 per cent. Group total and 
permanent disability claims, however, 
increased alarmingly. During the 
same five-year period in which group 
death claims varied within narrow 
limits, the ratio of actual to expected 
total and permanent disability claims 
under group life contracts mounted 
from 94 to 158 per cent. 

A more popular basis of comparison 
is the relationship between the amounts 
paid in death claims, and total and 
permanent disability claims, to pre- 
mium income. The following is the 
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TABLE II 








Total Insurance in Group When Actually Issued 





Under $100,000... 0... cece cece eee ne eens 
$100,000 to $200,000... 6... eee cece eee ee 
$200,000 to $350,000 E AE E aaa eas 
$350,000 to $500,000.00... eee 
$500,000 to $700,000. 0.0... tee eee ee ee eee 
-$700,000 to $900,000.20... eee eee ee eee 
$900,000 to $1,100,000... 0... 0.0... cee ee ee 
$1,100,000 to $1,300,000......... Seger heed woe aS 
$1,300,000 to $1,500,000... cee ee cee es 
$1,500,000 to $6,000,000... 0... ke ee es 
$6,000,000 to $7,000,000... 2.2.0.0... eee ee eee 
$7,000,000 to $8,000,000... l.u. 0... cee ee eee 
$8,000,000 to $9,000,000... 00... 0... eee ee 
$9,000,000 to $10,000,000... 0.0... 0 eee ee ee 
$10,000,000 to $11,000,000... 2.2... ee 
$11,000,000 to $12,000,000... 0... eee ee eee 
$12,000,000 to $13,000,000. ................0.. 
$13,000,000 to $14,000,000. ............ EE 
$14,000,000 to $15,000,000... 0... ee eee eee 
$15,000,000 and over........ 2... eee rroen. 


Maximum Amount, if at Least Fifty 
Employees Are Insured for at Least, 








$5,000 $2,000 $1,000 
sees $2,500 
oye $4,000 3,000 
teed 5,000 3,000 
TEE $7,000 5,000 4,000 
10,000 5,000 5,000 
PNE 10,000 ' 6,000 . 6,000 
hax 10,000 7,000 7,000 
sea 10,000 8,000 8,000 
ape 10,000 9,000 9,000 
erse 10,000 10,000 10,000 
TER 11,000 11,000 11,000 
aen 12,000 12,000 ` 12,000 
EEIE 13,000 13,000 13,000 
aoe 14,000 14,000 14,000 ` 
eats 15,000 15,000 15,000 
16,000 16,000 16,000 
airs 17,000 17,000 17,000 
dvs 18,000 18,000 18,000 
19,000 19,000 19,000 
ines 20,000 20.000 20,000 








experience of the eight leading group- 
writing companies from 1926 to 1930: 


TABLE III — 


Ratio of Disabil- 
ity Claims to Pre- 
mium Income 
(Per Cent) 


Ratio of Death 

_ Claims to Pre- 
mium Income 
(Per Cent) ' 


Year 











The 1930 death-claim ratio on basis 
of percentage of premium is here shown 
to be about the five-year average. 
The disproportionate growth in total 

-eand permanent disability claims may 
be traced to the liberality of insurance 
companies in intérpreting the disability 
clause, the greater attention paid by em- 
ployers and employees to the provisions 


under group life insurance, and the in- 
creasing difficulty of insurance com- 
panies in contesting claims that they 
regard as not legitimate. Asa result of 
this steady increase, the leading group- 
writing companies are at present giving 
serious consideration to the restriction 
of total and permanent disability bene- 
fits in some way. It is to be remem- 
bered that disability payments under 
group policies are not additional bene- 
fits, as is the.case in Individual policies, 
but are substitute benefits, in that the 
ultimate death benefit is reduced by 
the amount of disability payments. 


GROUP ACCIDENT AND HEALTH 
INSURANCE 


Group accident and health insurance 
provides weekly indemnity benefits in 
cases of temporary or permanent total 
disability due to accident and disease. 
While there is'no legal definition of 
group accident and health insurance 
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similar to that of group life insurance, 
the leading group-writing companies 
have adopted underwriting rules which 
follow those set up for group life. 

The insurance may be issued on the 
noncontributory plan, with the em- 
ployer paying all the cost; or upon the 
contributory plan, with the employer 
and the employee jointly sharing the 
cost; or, departing from group life rules, 
with the employee paying all. Where 
the plan is contributory, at least 75 
per cent must participate if there are 
50 or more eligible employees. Where 
there are less than 50 eligible employ- 
ees, the required percentage of partici- 
pation fluctuates between 75 per cent 
and 85 per cent, depending upon the 
number of employees. The minimum 
number eligible is 25. 

There is no medical examination, 
provided the employee enters the plan 
within 31 days after becoming eligible. 
Labor unions are not eligible for this 
type of coverage. The premium rate 
is based on the plan selected, and 
generally speaking is not affected by the 
age distribution of the employees, but 
is subject to increase where the propor- 
tion of female lives exceeds 10 per cent 
of the whole. Since disability due to 

- occupational accidents is commonly 
covered by workmen’s compensation, 
group accident and health insurance is 
usually adopted to cover only sickness 
or non-occupational accidents, al- 
though it may be extended to include 
occupational benefits in fractional 
supplement to workmen’s compensa- 
tion. 

The amount of weekly benefit may 
be any arbitrarily fixed sum, but is 
generally based on the employee’s 
salary. For this purpose employees 
are grouped in salary classifications. 
The indemnity in any class is limited to 
6624 per cent of the maximum salary 
or 75 per cent of the minimum salary in 
each class, whichever is the smaller 


amount. It is customary to stipulate 
a maximum period for paying benefits, 
of 13, 26, or 52 weeks. The maximum 
benefit available to any employee is 


‘$40 per week. 


Group accident and health coverage 
ceases immediately when an employee 
is pensioned. At the older ages, the 
high morbidity rate has so increased 
the cost of this insurance that the lead- 
ing group-writing companies have de- 
cided, after mature deliberation, to 
insure no employees age 70 or over, and 
automatically to terminate insurance 
on attainment of age 70. This restri¢- 
tion applies to all new business closed 
after June 1, 1932. 


GROUP. ACCIDENTAL DEATH AND 
DISMEMBERMENT INSURANCE 


Group accidental death and dismem- 
berment insurance is written only in 
conjunction with or supplementary to 
group life insurance or group accident 
and health insurance. It provides 
benefits in accordance with the sched- 
ule given below for accidental death or . 
dismemberment resulting from bodily 
injuries effected solely through exter- 
nal, violent, and accidental means. 
Both hands 
Both feet 
Sight of both eyes “ s 
One hand and one foot 
One hand and sight of 

one eye 
One foot and sight of 

one eye 
One hand or one foot 
Sight of one eye 


Principal sum 
66 “ec 


One-half principal sum 


The phrase “principal sum” relates 
to the face amount of insurance accord- 
ing to the insurance plan adopted. 

The same underwriting rules adopted 
for group life insurance apply to group 
accidental death and dismemberment 
insurance. In general, a maximum of 
$5,000 applies. This type of group 
insurance parallels the double indem- 
nity feature of ordinary life insurance, 
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since it provides an additional benefit 
for accidental death or injury. 


Group ANNUITIES 


The field for group annuity contracts 
underwritten by insurance companies 
has developed from the growing recog- 
nition by industry of the necessity for 
providing some form of pension or 
apnuity for the worker who becomes 
superannuated. The ‘employers are 
faced with the practical problem of 


workers grown old in service, who for. 


the good of the business should be de- 
tached from their jobs in order to give 
way to more vigorous workers. With- 
out some form of pension plah, it is 
difficult and inadvisable to accomplish 
this. The difficulty comes from the 
natural disinclination of those in au- 
thority to take judgment on the 
particular person who, having no other 
resources, would be turned loose with- 
out income and beyond the age when 
other lucrative work would be avail- 
‘able. The inadvisability of such action 
is obvious from considerations of em- 
ployee morale and from public opinion, 
which is growing more demanding with 
reference to the responsibilities of in- 
dustry to the individual worker. 

. The matter of pensions for the super- 
annuated in industry is not a new 
subject, but, unfortunately, pension 
plans have not been widespread in 
industry. Those which have. been 
adopted have not, for the larger part, 
been well consideréd, properly financed, 
or placed on a contractual basis where 
- the employee would know what to 


expect and be able to depend upon it.’ 


Many of the pension plans in industry 
which have run long enough to test out 
their workability have been found to 
pile up an uncontemplated cost in the 
increasing demands of the actual pen- 
sion roll and in the liability constantly 
accruing by continued service of active 
employees. 


The legalistic clause by which the 
employer reserves rights to alter, re- 
vise, or abandon the pension plan has 
lured employers into entering upon ill- 
conceived pension . schemes without 
recognition of their obligation to fund 
currently for these promises, and also 
without recognition of a growing pub- - 
lic judgment against the arbitrary ~ 
exercise of such legal réservations 


to repudiate what at least must be 


regarded as an implied obligation. 
Therefore, group annuity plans based 
on a joint contribution of the employer 
and the employee, underwritten by in- . 
surance companies, with the insurance 
company as guarantor of the promises 
and the funds, are finding a strong ap- 
peal in industry. 

The employee is guaranteed the re- 
turn of his money at a guaranteed 
minimum interest rate. This no doubt 
has been largely influential in getting 
all ages and both sexes of employees to 
subscribe readily, since by so doing 
they are in an enforced savings fund 
while participating in the employer’s 
contributions for their old-age security. 
An underlying distinction between the 
modern contractual pension movement 
and the term “pensioner,” as under- 
stood at present, can be drawn from the 
dictionary, where the pensioner is 
defined as “‘one who is dependent upon 
the bounty of another,” and the an- 
nuitant is defined as “one who re- 
ceives or is entitled to receive an 
annuity.” 

Life insurance companiés, especially 
the group-writing companies, are ap- 
pearing in the group annuity field in 
increasing number. It is estimated 
that while there were possibly twenty 
group annuity contracts in 1926, there 
are now more than two hundred, most 
of which were written within the past 
two years. Many of these contractual 
plans are fractional rather than com- 
plete pension schemes, in that they 
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cover only part of the liability. To 
finance immediately a sound pension 
plan with regard not only to future 
Tesponsibilities but also to past service 
and present pensioners calls for appor- 
tioning or subscribing funds of such 
magnitude as to. be beyond the im- 
mediate capacity of all but the most 
affluent institutions. 
Where employers are desirous of get- 
ting on an underwritten basis but are 
-not able completely to finance the jn- 
sured contract with reference to future 
service, past service, and present pen- 
sioners, it is possible to underwrite 
some part of the whole upon a contrac- 
tual basis under a group annuity 
policy working toward a piecemeal 
treatment of the problem until ulti- 
mately complete coverage is attained. 
In some cases group annuity contracts 
are made supplemental to some estab- 
lished self-insured pension plan and are 
available to the employees om a con- 
tributory basis to supplement the 
‘employer’s pension plan. In certain 
other instances, group contracts have 
been written to guarantee annuities to 
those and only those who, having 
reached the pension age, actually 
‘achieve the pension roll. In such event, 
group contracts are issued as group 
immediate-annuities. 
Practically all of the existing so-called 
pension plans -are on the noncon- 
tributory basis; that is, no contribu- 


tions are required from the employee. 
As distinguished from this, practically 
all of the newer contractual plans 
are on a contributory basis, with 
the employer and the employee 
sharing the cost. A combination free- 
and-contributory plan has also been 
evolved which provides some benefits 
to all employees paid for entirely by 
the employer, and additional benefits 
to those employees who join the em- 
ployer in contributing toward the 
additional expense of providing a more 
adequate retirement mcome. 

Group annuity contracts fix a normal 
retirement age, usually at sixty-five for 
men and sixty for women, with op- 
tional retirement permitted at any other 
age within a reasonable range of years 
—the retirement income being adjusted 
actuarially to the actual retirement age. 

The amount of retirement income is 
usually determined as a definite per- 
centage of salary, such as 2 per cent, 
multiplied by the number of years of 
service prior to retirement. This in- 
come is payable monthly, beginning at 
the normal retirement age and con- 
tinuing during the lifetime of the em- 
ployee. The employee is permitted, 
with the consent of the employer, to 
elect an adjusted retirement income for 
a somewhat smaller amount in order 
that the income may be continued after 
his death to his widow or other 
beneficiary. 


William J. Graham, F.A.S., is vice-president of the 
Equitable Life Assurance Society of the United States; 
president of the American Management Association; 
Fellow of the Actuarial Society of America; and gover- 


nor of ‘the Insurance Institute of America. 


He was 


the first chairman of Group Association, and has been 
actuary in charge of examination of New York Life 
Insurance Company (commissioned by Western States), 
and actuary, vice-president, and director of North- 
western National Life Insurance Company. He is 
author of “The Romance of Life Insurance.” 


The Dubious Position of the Disability Income Provision 
in Life Insurance Contracts 


By Epwarp W. MARSHALL 


DRAMATIC change is taking 

place at this moment in the status 
of disability provisions issued as a part 
of American life insurance contracts. 
At the present writing, life insurance 
companies issuing more than one half 
of the combined new business of all 
companies have ceased to issue con- 
tracts providing an income to policy- 


holders who become disabled, and will ` 


confine the disability benefits to the 
waiver of premiums for the policy. The 
reasons for this striking reversal of pre- 
vious attitude are of great significance 
‘from both their social and business 
aspects. - 


DEVELOPMENT OF DISABILITY 
COVERAGE BEFORE 1929 


Until 1929, the history of the dis- 
ability provision was one of continual 
broadening and development along 
more liberal lines. The desire of the 
companies to obtain sales advantage, 
as well as to serve the insuring public 
and to increase the attractiveness of 
their life insurance contracts, led to a 
competitive race for improvement in 

‘the disability provisions. A brief re- 

view of this development will help us 
_to understand the present situation 
better. | 

The first extensive use of a disability 
provision by American life insurance 
companies occurred ‘in the years 1906- 
1910, when many companies adopted a 

clause providing for the waiver of 
premiums for the policy in the event of 
total and permanent disability. A 
few years later, there appeared a 
further provision that in such case the 
face amount of the policy would be 


paid in installments over ten years. 
Shortly thereafter a clause was added 
specifying that even if the face of the 
policy had been entirely exhausted by 
the installment payments, neverthe- 
less the income would be continued 
thereafter while the insured remained 
totally disabled. 
It was then only a short step to the 
provision appearing in 1915 that, in 
addition to waiver of premiums, an 
annual income of 10 per cent of the face 
of the policy would be paid during the 
total and permanent disability, with- 
out any deduction whatever from the. 
face of the policy. In 1920 this was 
liberalized so that the income became 
1 per cent of the face amount of the 
policy monthly, beginning one month 
after proof. of total and permanent 
disability. 
Up to that time the clauses provided 
that benefits would be payable only if 
disability were both total and perma- 
nent. In 1921 a new clause appeared’ 
providing that total disability which 
continued for three months would be 
presumed to be permanent and the 
monthly income and premium waiver 
would then commence. With this 
change, the disability coverage became 
somewhat similar to that under non- 
cancelable accident and health insur- 


‘ance, with a three-months waiting | 
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period. 
In the years 1926-1929, several com- 
panies provided for the benefits to be 
retroactive to cover the period from the 
outset of total disability, after it had 
continued for three months. From the 
standpoint of the policyholder, this was 
the high water mark in the develop- 


DISABILITY Income Provision IN Lire Insurance Contracts 47 


ment of disability coverage. The situ- 
ation then existing was described in 
detail in Tue Annars for March 1927. 
The provision had reached a point 
where it furnished most liberal dis- 
ability protection to life insurance 
policyholders. 


STANDARD Provisions IMPOSED BY 
i Law, 1930 


However, by 1929 it was apparent 
that all was not well in the disability 
insurance field. The financial state- 
ments of several companies indicated 
that they were incurring losses from the 
disability provision. Furthermore, the 
stress of competition was causing un- 
desirable features to be introduced. 
Consequently, the Insurance Depart- 
ments of the States of New York and 
Massachusetts took cognizance of the 
situation and began an investigation 
of conditions and possible remedies. 
The National Convention of Life In- 
surance Commissioners appointed a 
committee to confer with company 
actuaries on the subject. After lengthy 
consideration and repeated hearings 
with company officials, the committee 
made certain recommendations which 
were approved by the Insurance Com- 
missioners and made obligatory on the 
companies in many states. The com- 
panies were required to change their 
disability provisions so that, beginning 
July 1, 1980, they would not be more 
liberal than permitted in the “standard 
provisions” contained in those recom- 
mendations, the most important fea- 
tures of which can be summarized as 
follows: 

(1) The monthly disability income 
must not exceed 1 per cent of the face 
of the policy and must not begin until 


1 Marshall, Edward W., “The Development of 
Adequate Protection for the Disabled Life 
Insurance Policyholder,” Tam Annars of the 
American Academy of Political and Social 
Science, March 1927, pp. 42-52. 


total disability has continued for at 
least four months, income payments 
not to be made retroactive to cover any 
of the four-months waiting period, 
although the premium waiver benefit 
may be made so retroactive. 

(2) The total disability must pre- 
vent the insured from engaging in any 
gainful occupation, not merely his own 
occupation. Thus the so-called “Oc- 
cupation Disability Provision” de- 
scribed at length on page 50 of the 
above mentioned article is prohibited. 

(8) The limiting age is set at not 
greater than 60, so that benefits cannot 
be granted if disability begins after 
that age. A slight extension is allowed 
in the case of certain policies maturing 
at age 65, on which, if the total dis- 
ability begins after age 60, the income 
must not continue for life but- must 
cease at age 65. 

Companies generally adopted the 
most liberal clause possible under these 
provisions as of July 1, 1930, including 
about all of those companies which pre- 
viously had required that disability 
must be both total and permanent. 
The basis of premiums employed by 
the companies was also pretty well 
standardized at a higher level, so that 
the wide variations and deficiencies in 
premiums which had previously been 
notable were nearly eliminated. By 
these changes, the disability provision 
automatically disappeared as a compet- 
itive feature, and competition between 
companies was once more directed to 
the life insurance features of the con- 
tracts. 

From the standpoint of the policy- 
holder, these “standard provisions” 
still furnished adequate protection 
against the financial consequences of 
prolonged total disability. The four- 
months waiting period required marked 
a slight limitation as compared with 
the three-months period previously in 
wide use, but the difference was not 
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great and the new provisions were 
nearly as popular as those previously 
employed. i 


FURTHER RESTRICTIONS BY COMPANIES, 
1931-1932 


For a time it seemed as if a satis- 
factory solution of the ‘problem had 
been reached, but when the 1930 
financial statements of companies ap- 
` peared it was evident that the problem 
was not solved, for many companies at 
least. The statements showed that 
many companies were sustaining losses 
on their disability insurance business— 
a condition which ‘was partly due to 
lower than average premiums which 
had been’ charged in some cases, and 
partly to a definitely rising level of 
disability claims in the community. 

During 1931 the companies took 
stock of the situation. Many of them 
. found that their losses were increasing 
still further, and decided to take radi- 
cal steps to prevent such losses on 
future new business. At this point 
the companies generally found them- 
selves in two groups with a difference 
of opinion regarding the proper steps 
to be taken to meet the situation. The 
first group, which issues about 60 per 
cent of the new insurance in our coun- 
try, decided to discontinue the issuance 
of the disability income provision and 
to retain only the provision for pre- 
mium waiver in event of disability. 
With a few exceptions, the companies 
in the second group decided to employ . 
a modified disability income provision 
under proper safeguards. 

This modified income ‘provision dif- 
fers from the clause adopted in 1930 in 
that the waiting period is increased to 
six months, the monthly disability in- 
come is reduced to $5 per $1,000 insur- 
ance, and the limiting age before which 
disability must occur is reduced to 55 
for men. The experience on women 
risks has been so unsatisfactory that 
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only the premium waiver provision is 
granted, and a substantially larger 
premium is required than that charged 
for men: Simultaneously, stricter un- 


_derwriting rules have been made effec- 


tive, so that only the most preferred 
classes of risks will be granted the. dis- 
ability income provision. Both groups 
of companies have adopted a decidedly 
higher scale of premiums for the disa- 
bility provision, in the endeavor tomake 
the coverage self-supporting. 

Obviously the whole situation is now 
in a state of flux. Although a small: 
number of companies have not yet 
stated their final position, it seems un- 
likely that they will continue to use 
permanently the provision for $10 
monthly disability income per $1,000 
insurance, the present indications being 
that the clause providing an income of 
$5 monthly per $1,000 insurance will 
prevail unless the disability income 
provision is abandoned entirely. 

There is no doubt that the disability 
income provision is definitely on trial. 
If the experience is unfavorable under 
the restricted income provision now 
being adopted, there is a strong likeli- 
hood that all companies will limit the 
disability benefits to premium waiver 
only. If, however, the restricted in- 
come provision proves satisfactory after 
a full and lengthy trial under the 
changed underwriting rules, then the 
pendulum may swing to an intermedi- 
ate position and all companies issue 
such a provision. However, it is too 
early to predict with confidence what 
the outcome will be. 


Rzasons ror CHANGE IN ATTITUDE 


The responsibility for the change 
from the more liberal basis of disability ` 
coverage previously in use lies partly 
on the life insurance companies, partly 
on conditions which could not be fore- 
seen a decade or more ago when the. 
disability provisions were placed onthe, 
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market, and partly. on a proportion 
of the insuring public whose human 
weaknesses make it more difficult 
to grant disability insurance without 
loss. 

The life insurance companies, in 
entering many years ago into the exper- 
imental disability income insurance 
field, were unable to appraise correctly 
certain factors which experience later 
showed in their true light. Women, 
for example, were insured at standard 
rates, although subsequently it was dis- 
covered that the rate of disability 
among women is ‘at least double that 
among men. Persons in certain un- 
favorable occupations were ‘granted 
standard disability insurance in the 
absence of. the correct information 
regarding the risk, which was later 
obtained. Not infrequently, policy- 


holders were permitted to. purchase dis- 


ability income insurance in such large 
amounts that, in case of disability, the 
resulting income was nearly as large as 
_ the policyholder’s earned income while 
in good health. In theory, this amount 
of coverage seemed fair to the policy- 
holder who needed the protection; but 
for the reasons stated bélow, increased 
disability claims resulted. Doubtless 
the desire of the companies to handle 
such claims in the fairest possible man- 
ner also caused a slightly greater outlay 
for disability benefits. No 
Furthermore, in recent years there 
have been some unforeseen causes of 


increase in the level of disability claim. 


rates which are beyond the control of 
companies. Hospitalization is often 


resorted to at a much earlier stage in _ 


disease than was formerly the case. 
Persons with incipient tuberculosis, 
for example, frequently give up work 
and enter a sanatorium for cure. Such 
a practice is of great social value, as it 
undoubtedly nips in the bud cases 
which otherwise would become severe 
or fatal. However, the result is an 


increase in the number and.the length 
of disability claims. The business 
depression beginning in 1929 also caused 
an increase in the number of cases of 
disability, the strain and worry of this 
trying period apparently reducing bod- 
ily resistance and opening the door to 


sickness and disability. ‘Then, too, the 


unfavorable effects of overinsurance 
became more pronounced, because 
many policyholders: not previously 
overinsured encountered a great reduc- 
tion in earned income due to economic 
conditions. 


SOCIAL AND MANAGERIAL PROBLEMS 


This factor of overinsurance, while 
usually a relatively minor influence on 
the level of disability claims, is one 
which must -be reckoned with because 
of its potential threat against the busi- 
ness of disability insurance. Experi- 
ence has shown that claims occur in 
greater numbers, and the length of the 
claim is longer, where the amount of 
the disability income approaches the 
amount of the policyholder’s earned 
income. Under such circumstances, 
there is no strong financial incentive 
for a partially disabled policyholder to 
return to work, as he can live nearly as 
comfortably in leisure as when he was 
engaged in his occupation. At times, 
this condition weakens the moral and 
mental fiber and the policyholder loses 
the will to return to work. Unless the 
company takes the initiative and the 
disability income is terminated, there 
is an improperly prolonged disability 
claim. In a very occasional case, a 
relatively large disability income may 
tempt the unemployed or the leisure- 
seeking policyholder to cease effort and 
present a claim if a plausible basis can 
be found. It is comparatively seldom, 
however, that there is deliberate malin- 
gering; but, in borderline cases at 
least, the element of overinsurance 
combined with frailties of human na- 
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ture, undoubtedly causes an increased 
disability cost to the companies. 

Fortunately this situation has been 
recognized, and overinsurance is now 
being guarded against. However, this 
necessarily puts a barrier in the way of 
granting disability income coverage of 
an amount adequate for the average 
individual. To provide a disability 
income not far different from the policy- 
holder’s earned income from his occu- 
pation offers too great a temptation to 
fallible human nature. It is likely to 
result in a destructive social condition 
similar to that existing if the English 
workman living on a dole of twenty-five 
shillings per week refuses work offering 
wages of thirty shillings weekly. It 
creatés a type of hazard against which 
insurance companies cannot safely 
insure, because it gives opportunity for 
a partial nullification of the very foun- 
dation of insurance—the law of average. 
Companies cannot properly grant un- 
employment insurance under the guise 
of disability insurance, and the fear of 
this element has been one of the several 
reasons why many life insurance com- 
panies have discontinued altogether 
the issuance of the disability income 
provision. 

On the other hand, if proper precau- 
tions are taken against overinsurance, 
much of the unsatisfactory condition 
described above can be eliminated. 


There are a number of companies. 


whose officials believe that disability 
income insurance can be sold safely, 
if the coverage per year on a given 
individual is not more than about 
40 or 50 per cent of his present earned 
income, provided he is engaged in an 
occupation which promises a steady in- 
come and the total disability mcome 
insurance on. his life is not so great as 
in itself to offer a temptation. These 
companies believe that if a large 
enough group of otherwise satisfactory 
individuals are imsured under such 


conditions, the resulting disability 
claim experience can be met by rea- 
sonable premiums and the risk safely 
assumed. Such a limitation of income 
would cause the policyholder and the 
company to share about equally in the 
financial consequences of the disability, 
thus furnishing an incentive for the 
policyholder to return to work when 
able to do so. 

One protection against overinsur- 
ance of disability income is the so- 
called “prorate clause,” which provides 
that if the policyholder’s disability 
income from all sources combined ex- 
ceeds a certain percentage, say 75 per 
cent of his average earned income in 
recent years, the income under the 
policy shall be reduced in the ratio that 
75 per cent of his average earned in- 
come bears to the aggregate disability 
income from all sources. This clause 
has been adopted by one or two life 
insurance companies but has met with 
little favor as yet, for various practical 
reasons. 


Tue NEED ror DisaBiiry 
COVERAGE 


Despite the weaknesses mentioned 
above, the disability income provision 
has demonstrated that it has a definite 
social value. The majority of dis- 
ability claims are most deserving and 
indicate a real need for sound coverage. 
The risk of incurring prolonged total 
disability is not only of substantial 
size, but the consequences of such 
disability are often more severe than 
if the breadwinner were claimed by 
death. 

A large part of this article has been 
devoted to a discussion of the present 
uncertain position of the disability 
provision in life insurance contracts. 
The problems involved are partly 
managerial and partly social. How- 
ever, the need for disability income pro- 
tection exists and should be met in 
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some manner to the fullest extent pos- 
sible and practicable. 

The problem is recognized and the 
need is appreciated. Over the years 
we can be confident that any sound and 
necessary type of insurance will be 
marketed by the insurance interests of 
this country. It has always been the 


spirit of American business. to supply 
the proper wants of the people. The 
disability income provision is now on 
trial, there are problems to be solved 
and difficulties to be overcome, but we 
can expect that every effort will be 
made. to furnish in some form the 
needed disability insurance. 


Edward Wayne Marshall, vice-president and actuary 
of the Provident Mutual Life Insurance Company of 
Philadelphia, is a Fellow of the Actuarial Society of 

` America and of the American Institute of Actuaries, 
and a member of the Permanent Committee for Inter- 


national Congresses of Actuaries. 


He is also treasurer 


of the first named Society. He has contributed articles i 
on life insurance and actuarial subjects to various pub- 
lications, and is already known to the readers of Tue 
ANNALS because of his paper contained in the volume 
“ Modern Insurance Tendencies” appearing in March 


1927. 
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Health Conservation Accomplishments’ 


By Haron A. Ley 


T IS well to state at the beginning 
of any discussion of health conser- 
vation or lengthening of the life span 
(subjects. which are as closely allied 
as the two sides of a shield) that in- 
crease in expectation of life at birth is 
not a true measure of progress in life 
extension. To illustrate this.statement 
it is only necessary to note that com- 
parison of gains for all ages in the last 
fifty years shows an increase of twenty 
years at birth which decreases at suc- 
cessive age intervals to three years’ 
gain at fifty years. 


PREVENTIVE AND THERAPEUTIC 
MEASURES 


The gain in years of life expectancy 
at birth is a record of progress in con- 
. quest or control of preventable diseases 
of childhood and early adult life, espe- 
cially . diphtheria, tuberculosis and 
typhoid fever, In the last five years, 
progress has been made in wider use of 
discoveries of vaccines and other effec- 
tive measures for establishing tem- 
porary immunity; therapeutic aids in 
serums and glandular extracts; physio- 
therapy; cod-liver oil; and in the appli- 
cation of the results of research in 
nutrition. The credit for this progress 
lies chiefly with the medical profession 

1 As the scope of this article is chiefly limited 
to the record of the last five years, reference is 
made for record of previous progress and general 
discussion of the subject, to “Possible Extension 
of the Human Life Cycle,” by Eugene Lyman 
Fisk, medical director, Life Extension Institute, 
in Vol. CXLY of Tue Annars of the American 
Academy of Political and Social Science; and to 
“Conservation of Human'Life in the Era of the 
Second Hundred Billion,” by Harold A. Ley, 
president of the Life’ Extension Institute, 
published in the October 1929 issue of Life 
Association News. 


and scientists working independently 
or through public health agencies, 
philanthropy, scientific foundations, 
hospitals, clinics, and education. 
Closer inspection of food, protection 
of milk and water supply, tenement 
house regulation and sanitary laws, 
and investigation of conditions in in- 
dustry, of malaria, hookworm, and 
pellagra in the South, and of spotted 
fever and bubonic plague in the West, 
are a few of the ways in which enlight- 
ened public opinion has steadily de- 
creased the prevalence of disease and 
increased the possibility of healthful 
living. i 

Comparison of figures for 1910 and 
1928 shows an increase of life expect- 
ancy for all ages. It seems probable 
that this was a continuous gain rather 
than a rapid increase in the first decade ` 
and a decrease in recent years, as might 
be concluded if figures for the year 
1921’ were used. The latter reflect 
the unduly favorable influence of the ` 
high mortality from influenza in 1918 
and 1919. But during these twenty 
years, while the death rates for diph- 
theria, tuberculosis, and other pre- 
ventable diseases have been decreasing, 
there has been a marked and consistent 


`trend upward in the death rates for 


diseases especially prevalent in middle 
and later life, chiefly heart disease, 
cancer, diabetes, and degenerative 
diseases of the brain, the kidneys, and 
the arteries. This, trend has appar- 
ently increased in the last five years. 
It is quite probable that impaired 
hearts as the cause of death are hidden 
under many diagnoses of influenza 


. and pneumonia. 
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True increase in the life span must 
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wait upon discovery of the origins of 


these causes of death and upon organi-. 


zation of forces to remove the causes 
or retard the progress of their efféct. 
_ The successful fight waged by the 
National Tuberculosis Association is 


an inspiration for all future efforts. . 


If physical defects can be discovered 
in their earliest stages and medical 
care of them obtained, with instruction 
in the principles of nutrition, much 
may be done to retard their progress. 

Some insurance companies are spon- 
soring health education in various 
forms. A few maintain a nursing 


service for certain classes of policy- ` 


holders. A recent investigation, how- 
ever, brought out the information 
that of forty-five insurance companies 
reporting to the New York State In- 
surance Department, thirty were doing 
nothing and the other fifteen had spent 
in one year less than a total of seven 
millions, of which over four millions 
were spent by two large companies 
` for nursing service. The total ex- 
penditure for health conservation as 
defined above was four tenths of one 
per cent of the total premiums re- 
ceived for the year by these companies. 
Tf one large company is excluded, the 
remaining forty-four had spent less 
than one tenth of one per cent on 
health conservation. Of these forty- 
five companies, fifteen offered either 
yearly urinalyses or some form of 
examination (1) upon request of the 
policyholders, (2) through their exam- 
iners at their home offices or in the field, 
or (3) through the Life Extension 
Institute. 


Figures anp Facrs ABOUT THE 
Instirvter’s SERVICES 


The Institute is now making exami- 
nations for more than forty insur- 
ance companies throughout the United 
States. They recognize the value of 
the service rendered by the Institute, 


and also the advantage of complete 
separation between the insurance com- 
pany and the medical staff which 
makes the examination and reports 
its findings to the policyholder. The 
records of examinations of members 
of the Institute are absolutely confi- 
dential. Data for studies made out- 
side its own statistical department are 
supplied in code form with Institute 
file numbers as the only mark of identi- 
fication for the case records. Papers 
in file for active or deceased members 
are available to no one outside the 


‘medical staff of the Institute, or only 


through subpeena for court proceedings. 

In 1931 the Institute appointed a 
physician as director of field examina- 
tions in the South, after he had spent 
two months at the head office learning 
the Institute’s technique of examina- 
tion and reporting. This enables him 
to deliver the complete service direct 
to the member without the delay 
necessary for sending records to the 
head office for review. He is at present 
working in North and South Carolina 
making a bi-monthly circuit of the 
cities and towns near policyholders 
who have been authorized for health 
examinations. His examination offers 
the same advantage to policyholders 
in remote districts which members re- 
ceive who come to the head or branch 
offices of the Institute. Many policy- 
holders have written to tell us their 
appreciation of this new service. It 
will be extended to other states as soon 
as practicable. 

Two companies have put the results 
of the health examinations to the test 
by estimating the mortality reduction 
after an interval of ten years. One 
found a reduction of 18 per cent and the 
other of 23 per cent. The statistical 
department of the Institute has studied 
its records of two thousand individuals 
taking the examinations for three years 
in succession. From them it was 
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learned that 34 per cent of impair- 
ments requiring medical attention were 
cleared up within the first year, and 
that after an interval of two years, 50 
per cent of the impairments found in 
the first year had been corrected. 


These were members receiving reports ` 


based on the physical examination 
and urinalysis with no supplementary 
service. In a recent study of members 
_ taking a more extensive service for 
two years, improvement was reported 
by 88 per cent. Half the number 
achieved it through medical care of 
‘defects (treatment or operation); and 
the other half, which had fairly high 
ratings, had by their own efforts estab- 
lished more healthful ways of living 
. and freed themselves from unwar- 
ranted concern. 


` RATINGS FOR EXAMINATIONS 


In the last two years a record of rat- 
ings has been kept for all examinations 
made for insurance companies. Total 
ratings for 1980 were 111,958; 34 per 


cent of them were on policyholders - 


who had been examined before. In 

1931, ratings on 121,224 were given, 

36 per cent of them on second or later 

` examinations. Comparison of the rat- 
ings is given below: 


TABLE I 














There is little variation of the per- 
centages for the highest and lowest 
ratings, but there is definite gain in 
. the percentage for the B-C group in 
1931 and a corresponding decrease in 
the. number receiving the lower rating 


of C. Many things affect the rating, 
including history, physical conditions, 
and habits of life. On reéxamination, 


correction of an old defect may be ` 
compensated by the discovery of a 
new one. 

In the last five years, the percentage 
of reéxaminations to first examinations 
has risen from 18 per cent in 1927 to 
36 per cent in 1931. If one in every - 
three examinations is given to a person 
who has been convinced of the benefit 
of the service through his experience 
of it, we have reason to believe that 
over 45,000 policyholders in 1931 were 
definitely better risks than they were - 
the previous year. In the last -five 
years 552,321 examinations of policy- 
holders have been made by the Insti- 
tute. This is more than were made 
in the ten years preceding. 

In this interval of five years several 
insurance companies have been offering 
to their policyholders carrying $25,000 


a and over, a service which includes sup- 


plementary laboratory investigation 
(X-ray or quarterly urinalyses) and a 
mid-year questionnaire. The percent- 
age of reéxaminations to first-year 
examinations in this service has in-' 
creased from 28 per cent to 72 per cent. 
The average age on our examination 
records for policyholders in this group 
is 43. 

One company offers a service with 
investigations to include X-ray ex- 
aminations of the teeth and the chest, 
electrocardiogram, Wassermann blood 
test, blood chemistry test for sugar, 
urea, uric acid, and creatinine, urine 
concentration test, blood smear for 
parasites, and red and white and differ- 
ential blood count or examination of 
feces or analysis of stomach contents. 


Tas Most THoroves HEALTH 
EXAMINATION 


Probably the most notable trend 
in the work of the Institute during the 
last five years has been the growing 
popularity of services which include 
as routine the supplementary labora- 
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tory tests which investigate the func- 
tional capacity and the structural 
integrity of organs and systems of the 
body. Tbe Unlimited Examination is 
ideal in this respect but because of its 
expense is prohibited except for policy- 
holders known as jumbo risks. Ac- 
cording to the recently published ex- 
perience of the Penn Mutual Life 
Insurance Company, mortality rates 
for this class are higher than rates for 
the company as a whole, and are espe- 
cially high in the group having an 
entry age of 50-59. The average 
amount of death claim was $275,000; 
average amount of claim due to sui- 
cide, proved or suspected, $445,000; 

average claim when cause of death 
` was of medical nature, $250,000. 

It is not unreasonable to suppose 
that a service which includes a neuro- 
- psychiatric examination might reveal 
suicidal tendencies and explore the 
origin of them. It is quite probable 
that some deaths ascribed to financial 
losses are due to mental depression and 
depleted energy which are in turn the 
result of impaired health. Discovery 
of impairment in its incipient stage 
may prevent the discouragement due 
to unsuccessful efforts at correction 
of long standing or far advanced dis- 
ease. From the Institute’s experience 
with the type of service which includes 


the extensive X-ray and laboratory . 


tests as routine, it is evident that 46 
per cent more defects are discovered 
by the routine than would be revealed 
by the physical examination and those 
tests which might be indicated as 
needed according to symptoms or 
findings. 

The Unlimited Examination Service 
includes all the X-ray examinations, 
laboratory tests, and other investiga- 


‘ 2“ Mortality Experience of the Penn Mutual 
Life Ins. Co. on cases of $50,000 or more,” 
Transactions of Actuarial Society of America, 
Vol. XXXI, p. 262. 


tions necessary for a complete health 
survey. For interpretation of these 
data, a complete history of previous 
disease, symptoms, and even habits of 
life is necessary. This can be obtained 
only through full coöperation on the 
part of the examinee and intelligent 
questioning on the part of the exam- 
iner. When a man is applying for 
insurance he does not volunteer such 
information, because of the possibility 
of refusal; and the examiner may rest 
too calmly on the law of averages to 
explore for it. With even such limita- 
tions on history, in the judgment of 
the medical directors of the Penn 
Mutual, about 15 per cent of their 
medical claims for large risks showed 
at least some relationship between the 
medical history and the cause of death. 
They state also that in about 30 per 
cent of the medical claims, the use of 
more extensive laboratory tests would 
have been advisable. Although X-ray 
and laboratory findings may reveal 
signs suggestive of functional or organic 
defect before symptoms have arisen 
that would be recognized as indicating 
such, interpretation of such data is 
extremely difficult without intensive 
experience in the earliest signs of defect 
revealed by examinations of supposedly 
well persons. 

The correspondence of the Institute 
contains innumerable comments of 
comparison between examinations for 
insurance and the Institute’s health 
examination, emphasizing the different 
approach, the greater thoroughness, 
and the informing, helpful report in 
the Institute’s service. 


ADVANTAGE OF INSURANCE CoMPANY’S 
SPONSORING EXAMINATION 


Although the Institute offers and 
sells the Unlimited Service to sub- 
scribing individuals, the greatest bene- 
fit to be derived from it can come 
only if it is offered through insurance 


56 Tur ANNALS OF THE AMERICAN ACADEMY 


companies without expense to the 
individual or need for special pleading. 

Defects must be discovered in their 
earliest stages for successful correction 
or retardation of progress. The cam- 
paigns for control of cancer and tuber- 
culosis have convinced both lay and 
medical world of this truism. But the 
medical profession has no solution for 
the problem of early discovery of dis- 
ease and defects except. the periodic 
health examination. If a man waits 
for symptoms of distress before going 
to his doctor for investigation or treat- 
ment, he has often lost the opportunity 
of having the condition corrected be- 
fore serious damage has been done. 
For certain types of disease such as 
high blood pressure, diabetes, and can- 
cer, his doctor may then be able to do 
little or nothing. 

In order to convince an individual of 
the desirability of such an extensive 
and expensive service before he is 
aware of symptoms of ill health, it is 
not always possible to avoid suggesting 
the fear of disease and the danger of 
delay. He makes unduly personal 
application of the principles of preven- 
tion. When the service is offered as a 
feature of the health conservation pro- 
gram of a man’s insurance company, 
he is less disturbed by fear of the par- 
ticular application to himself. If de- 
fect is found, it is time enough to tell 
him. If he is organically sound, noth- 
ing is gained by making him fearful. 

Insurance officials have so much at 
` stake, especially ‘in the large risks, 
that application of the principle of 
preventive medicine through the most 
searching periodic examination pos- 
sible, carries a guarantee of savings 
far in excess of expenditures. 

Companies offering such a service 
will receive an increase in good will 
from the policyholder who is impressed 
by the scientific thoroughness of the 
service and values it as evidence of 


-his company’s interest in his welfare. 


The possible extension of his life may 
interest him less than the opportunity 
to learn if he is as well as he feels, or 
to benefit from correction of conditions 
causing only minor distress. When 
the results of the complete examination 
are known to him, his intelligence will 
cause him to act upon the recommenda- 
tions if, defects are reported which 
require medical attention even though 
his present health is not affected. 


Tan Menace or Excess WEIGHT 


One of the conditions that seldom 
receive the attention they deserve in 
the usual physical examination is ovér- 
weight. The Metropolitan Statistical 
Bulletin of June 1930 quotes from a 
study of death rates for persons above 
and below average weight.’ Taking 
the death rate of the normal weight 
group as 100 per cent, the following 
table shows at a glance the relative 
increase and decrease in rates for 
overweights and underweights. 


TABLE I—Deraru Rates ror Norman 
Wuicurs, OVERWEIGHTS, AND UNDERWEIGHTS | 














Per cent | 100% for Normal Per cent for 
for Under- Weights Over- 
-weights weights 

81| Heart disease 151 

77] Nephritis 172 

74| Arterial diseases 165 

70| Cerebral hemorrhage 187 

About 100} Cancer 111 

64| Diabetes Q57 

202) Tuberculosis Less than 50 





111) Pneumonia 94 


Above age forty-five, the ratios for 
overweight were higher and increased 
with degree of overweight. “Death 
rates for overweights for angina pec- 


3 Records of the Union Central Life Insurance 
Company. Tabulation and analysis by the Sta- 
tistical Bureau, Metropolitan Life Insurance 
Company. 
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toris, influenza, paralysis, appendi- 
citis, cirrhosis of liver, and typhoid 
fever were also higher than average. 
Underweights showed low rates for 
- these causes of death. Whatever the 
cause ‘of the diseases listed above 
(which include those known as the 
degenerative diseases), this analysis 
reveals overweight as a condition asso- 
ciated with high death rates from them. 
Overweight is an easily determined 
finding of a health examination. If 
it is present, it emphasizes advice for 
further investigation of any organic 
defect found or suspected. The peri- 
odic examination -is practically the 
only means of selecting such individuals 
for intensive investigation and for 
repeated warnings and observation. 
Only physicians trained to regard 
overweight as a danger signal and a 
distinct health liability will combat the 
popular idea that increase in weight in 
later life is normal. Far from seeming 
ill, the overweight often thinks of him- 
self as bursting with health. He ‘is 
sometimes open to conviction, however, 
and it is not at all unusual for succes- 
sive examinations to reveal a gradual 
but persistent reduction in weight. 


Recent TABULATION or INSTITUTE 
STATISTICAL Dara 


In 1929 the research division, of the 
Millbank Memorial Fund, with the 


assistance of the United States Public 
Health Service, made a statistical 
analysis of over one hundred thousand 
coded records of the Institute’s exam- 
inations. ` The following articles with 
tables and charts based on the results 
of this study have been printed since 
then. 


“The Physical Impairments of Adult 
Life. General Results of a Statistical 
Study of Medical Examinations by the Life 
Extension Institute of 100,924 White Male 
Life Insurance Policyholders Since 1921”; 
American Journal of Hygiene, Vol. XI, 
No. 1, Jan. 1930. 

“The Physical Impairments of Adult 
Life. Prevalence at Different Ages, Based 
on ‘Medical’ Examinations by the Life 
Extension Institute of 100,924 White 


' Male Life Insurance Policyholders Since 


1921.” Ibid. 

“Sex Differences in the Physical Impair- 
ments of Adult Life. A Comparison of 
Rates among Men and Women, Based on 
112,618 Medical Examinations by the 
Life Extension Institute”; American Jour- 
nal of Hygiene, Vol. XIII, No. 8, May 
1931. 

“Physical Impairments and Occupa- 
tional Class. Differential Rates Based 
upon Medical Examinations of 100,924 
Native-Born, Adult White Insured Males.” 
Reprint No. 1404 from Public Health 
Reports, Vol. 45, No. 34, Aug. 22, 1930. 

“Rates of Physical Impairments in 28 
Occupations, Based on 17,294 Medical 
Examinations.” Vol. 47, No. 1, pp. 1-25. 


H well Alexander Ley was for many years president 
of Fred T. Ley & Company, Inc., general contractors. 
In 1913, with coöperation of Irving Fisher of Yale 
University and the late William Howard Taft, Mr. Ley 
organized the Life Extension Institute, Inc., which 
serves life insurance companies, industrial concerns, 
and the general public in the matter of periodic health 
examinations for the detection of physical impairments. 
He has been president of the Institute since its organi- 


zation. 


Conservation of Life Insurance Policies 


N 1917, the March volume of Tus 
ANNALS on “Modern Insurance 
_ Problems” discussed the subject of 
mutualization, not because mutualiza- 
tion of a life insurance company was 
new, but because it was at that time 
being particularly widely discussed. 
Ten years later, one of the articles in 
“Modern Insurance Tendencies” pre- 
sented the subject of codperation be- 
tween life insurance companies and 
trust companies—again because a new 
interest was at that time evident in the 
subject. Now, in 1932, the editor of 
Tre Awwars evidently believes that 
there is particular interest in the old 
_topie of conservation. It will be the 
purpose of this article to support that 
belief and—much more important— 
to show the significance of that 
` interest, 

As a topic of conversation among life 
insurance officers and even as a subject 
of study, conservation has taken a high 
place in the last two years. And yet, 
withal, a company president justifiably 
remarked only a few months ago that 
he thought there had as yet been little 
except lip service. It may seem 
strange that there can have been so 
much discussion of conservation re- 
cently without a comparable amount of 
action, but the subject is one which 
‘demands inquiry into the subtleties of 
both home office and field organization. 
It has already been proved that many 
of the more obvious remedies are of 
questionable value—particularly those 
dealing with reinstatement—and that 
the real problem lies thoroughly em- 
bedded in many of the company’s 
operations. It can be said without 
fear of contradiction that a -complete 
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conservation plan will run through the 
whole company as the veins run through 
a human body. -Following the simile . 
further, it appears clear that the con- ` 
servation problem cannot be solved by 
surface remedies any more readily than 
can a disease of the arteries or the 
nerves. 

By~way of clarifying what will be 


„discussed, it may be said that conserva~ 


58 


tion should concern itself with prevent- 
able terminations, which correctly 
implies that many terminations occur 
for reasons neither predictable nor pre- 
ventable. But even eliminating the 
unpreventable terminations, there is 
left a field ample for the use of the best 
management ability that companies 
can muster, 


FORMER CONCEPTION OF 
CONSERVATION 


Ten years ago the Life Insurance 
Sales Research Bureau published a 
report on the subject of conservation. 
It was not long before a comment was 
made that the Bureau was a Sales 
Research Bureau and that conservation 
was not a sales problem. To the ques- 
tion as to what kind of a problem 
conservation was, the answer was that 
it was handled in the secretary’s de- 
partment or the accounting depart- 
ment. There was no doubt of thefact 
that in many companies the only work 
which was designated as conservation 
work was done in some department. 
other than the agency department; but 
the significant thing about that was 
that such work was largely concerned 
with: the reinstatement of policies 
already terminated. Reinstatement 
was frequently believed to be synony- 
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mous with conservation—an error now 
generally recognized. 

It is a, characteristic of youth to do 
things hurriedly, often superficially. 
Speaking of the American of a century 
ago, an observer said: “He always has 
something to be done, he is always in a 
terrible hurry. He is fit for all sorts of 
work, except that which requires slow 
and minute processes. The idea of 
these fills him with horror; it is his 
hell.” From such ancestors must have 
come many of our present-day business 
men; perhaps in most direct descent, 
the salesman. “Haste makes waste” 
never had better application than to 
our selling processes in life insurance or 
elsewhere. True it is that it is human 
nature to do things in such a way that 
they must be done over again, and the 
student of the termination problem 
finds unquestionably that conservation 
efforts are directed against that uni- 
versal tendency. 

Not only was there the belief that 
conservation was not a sales problem, 
but there was the further belief that 
lapses usually occurred for reasons 
beyond the power of home offices and 
field men to influence, because of such 
things as the financial embarrassment 
of the policyholder. 


New Conception or CONSERVATION 


Despite the fact that we must still 
plead guilty to the indictment, previ- 
ously mentioned, that much of our 
attention to conservation in these last 
ten years has not reached beyond the 
realm of lip service, it is fair to say 
that a new conception of conservation 
is now firmly established in American 
life insurance. . 

As a necessary fundamental to a 
proper handling of the whole subject, 
there has been a marked change in 
the former attitude that conservation 
activities were outside the field of 
the agency department. Today, home 


office officials are everywhere recogniz- 
ing that all conservation activities 
should be within the view, and the 
majority under the direct jurisdiction, 
of the agency department. Further- 
more, agency officers are virtually 
unanimous in agreeing that their 
responsibility includes the very vital 
matters concerned with the manner in 
which policies are originally sold and’ 
that this inception of the contractual 
relationship between a policyholder and 
a company may go far toward causing 
the later continuation or loss of the 
policy. Such a conception indicates 
the final solution of the problem— 
namely, prevention rather than cure. 

The agency department today recog- 
nizes that, with the assumption of the 
conservation work, it is charged with a 
dual rather than a single purpose; or 
perhaps it could be more accurately 
stated by saying that its single purpose 
is slowly changing. The present em- 
phasis on conservation is placing on the 
agency department the responsibility 
of so directing the selling affairs of the 
company that the business will be 
originally sold in such a way that 
there will be an increased tendency for 
it to remain in force. That is to say, 
the function of the agency department 
is not alone to sell new policies, but to 
sell them more effectively. 

Among the important changes in the 
conception of conservation is that per- 
taining to the keeping of lapse records, 
A study of 16,000 policies involving 
$60,000,000 worth of biisiness showed 
that the best lapse records were among 
people who: (1) were in occupations, 
such as educational workers and pro- 
fessional men, (2) owned other insur- 
ance in the company which was still in 
foree, (3) were over 40 years of age, (4) 
had annual incomes of $5,000 and up, 
(5) bought policies of $5,000 and up, 
(6) paid some cash when the applica- 
tion was signed, (7) bought life and 
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endowment policies, (8) had an agree- 
ment attached to their policies specify- 
ing the manner in which the proceeds 
would: be distributed, (9) paid their 


premiums annually, (10) bought from: 


an agent who stayed with his company 
three years or more after selling the 
policy, or (11) bought from an agent 
who sold more than $250,000 annually. 

The significance of such facts is clear, 
and the company which prepared them 
has shown a marked improvement in 
the last five years in its terminations— 
an indication that it not only knows 
the kind of business which persists, but 
effectively secures it. Such results are 
gratifying eviderice of sevéral things: 
first, the securing of facts rather than 
opinions by the home office; second, a 
use of those facts in directing the activ- 
ities of the sales force; and third, a 
_ response by the sales force. 

In short, conservation has a markedly 
different place in life insurance from 
that of even five years ago, and this 
change includes a recognition of the 
fact that good persistency is the result 
of many things: namely, that the home 
office must analyze available facts to 
locate the characteristics of high and 
low lapse business; that the home office 
must really desire good persistency and 
arrange its affairs in such a way as to 
bring it about; that the agency depart- 
ment must shoulder the major responsi- 
bility for good persistency; and finally, 
that prevention rather than cure is the 
true solution. 


UNDERLYING Purpose or CONSER- 
VATION WORK 


If the lapse occurs in the early years 
(and ordinarily the great bulk of lapses 
do) the company loses, the policyholder 
and the beneficiary lose, and the agent 
and the manager lose. 


1 For details of this study, see Net Results, 
published 1931 by The Life Insurance Sales 
Research Bureau. ; 


Hence, the pur- ` 


pose of conserving policies is to prevent 
that three-way loss. 

To sell $50,000,000 worth of business 
and have 30 per cent of it fail to pay as 
much as two yearly premiums indicates 
much motion. and little advance, much 
expense and little profit. It is against 
such wastage that sound conservation 
activities are directed. 

Life ‘insurance companies are in 
business to render the best possible 
service at the least possible cost, and 
there is today a recognition of the fact 
that those who do not contribute to 
that objective are a serious handicap. 
to the companies’ forward progress. 
Among those who fall under that indict- 
ment are those agents who, even 
though writing and paying for a large 
amount of new business each, year, 
show year after year that their business 
terminates much more frequently than 
the company average. A thorough- 
going conservation program will change 
that situation by either of two obvious 
methods—better training and supervis- 
sion, or elimination. 

In a word, conservation today seems 
destined to shoulder a considerable por- 


.tion of the responsibility for securing 


net rather than gross results—a, purpose 
of vital importance to any company. 


METHODS TO ACCOMPLISH 
CONSERVATION 


Having endeavored to state the 
underlying purpose of conservation 
work, it is appropriate to consider the 
methods necessary for its achievement. 
From the viewpoint of organization, 
these methods should include those 
which apply primarily to the home 
office and those which apply primarily 
to the field. 


A. THE HOME OFFICE 


It has already been stated that con- 
servation should primarily be a func- 
tion of the agency department, but 
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the mobilization of the whole com- 
pany’s thinking and acting is what 
must be: achieved. The board of 
directors and the president should be 
included in this organizing’ of the 
company’s activities, because if they 
are not, the agency department will 
lack the inspiration and the direction 
necessary to complete success. Such a 


reorganization of the company’s think- 


ing should gradually effect a change in 
the age-old measuring stick of success— 
namely, volume of new business each 
year—and substitute for it the- more 
stable one of gain in insurance in force 
or gain in premium income. 

It is easy to say that every one in the 
home office should recognize the desir- 
ability of preventing lapses and in- 
creasing the relative gain in insurance 
in force. More difficult—and as yet 
unsolved-—is the question of where this 
new interest in‘ conservation should 
originate, There are several possibili- 
ties, but whatever method may be 
used, one word of warning is appropri- 
ate: The present attention to conserva- 
tion must accomplish more than merely 
to make every one interested. It must 
place conservation beyond the realm of 
being every one’s business, because it 
would take but a short time for it to 
become nobody’s business. 

In the home office originate the 
motivating relationships aimed at a 
particular goal: Chief among these is 
the contractual relationship between 
the company and its field foree—both 
managers or general agents and agents. 
A study of agency contracts indicates 
clearly that today they place major 
emphasis upon the sale of new business 
and minor emphasis upon keeping it in 
force. A change is difficult, if for no 
other reason than that no basic change 
has been made in these contracts in 
fifty years. But there seems some 
likelihood that as soon as a company 
determines what its goal is (and it is 


to be hoped that a substitute can be 
found for mere production of new busi- 
ness each year) there can be a revision 
of agency contracts with that goal in 
view. i 

Just as the provisions ‘of the con- 
tracts have powerful effect upon the 
sales force, so does the training pro- 
gram which the company directs. 
Such a program clearly should include 
both managerial training and agents’ 
training, and it is a simple matter to 
have sound conservation principles’ 
and methods flow through the entire 
process.? f 

So long as the honors which the home 
office distributes to its managers and 
agents are based solely on volume of 
new business sold, the company must 
recognize that it is failing to permit 
conservation to benefit from these 
highly important factors in the manage- 
ment of men. An agent goes to the 
company convention—because he sold 
the required volume of business. At 
the convention he hears various agents 
speak—chosen because of the business 
they sold, to speak on how to sell more. 
He sees sevéral men called to the plat- 
form to receive cups or other honors— 
for volume of business sold. He hears 
that the president of the agents’ asso- 
ciation is the man who paid for the 
most business. These have been the 
accepted features of the convention; 
but a new note is plainly discernible. 
Gradually, home offices are directing 
these methods of stimulation to con- 
servation matters; qualification for the 
convention has a persistency factor, 
and the speakers are limited to those 
whose business stays on the books. 

Closely allied to both training and 
stimulation is the supervision which 
the home office gives to its field force. 


2 A detailed outline of what the manager should 
do in regard to conservation is to be found in Vol. 
V, Managers’ Manual, published by The Life 
Insurance Sales Research Bureau. 
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Home office representatives travel 
thousands of miles and hold formal and 
informal .conferences at dozens of 
agencies, with an increasing but as 
yet inadequate emphasis on conser- 
vation. i 

All of these factors in better manage- 
ment are impossible without home 
office records of persistency, including 
such things as the record of each agency 
and each agent, an analysis of the 
classes of business which persist and 
those which do not, and the effect on 
managers’ and agents’ remuneration of 
high and low degrees of persistency. 
But of equal importance with the 
necessity for keeping records is the 
necessity for using them in the work 
which the company does in training, 
stimulation, and supervision. 

One exceedingly valuable experiment 
in the home office is the effort to help 
the underwriting department with all 
the persistency information procurable, 
in order to lay the foundation for ac- 
ceptance or rejection of applications on 
the basis of probable persistency. 

Back of all the work of the home 
office lies the necessity for studying the 
causes of lapse. Is it because the 
policyholder could not resist the pres- 
sure of other buying appeals? If that 
is the case, is it an indication that the 
policy was not thoroughly sold, and if 
it was not sold properly, was the fault 
that of the agent, the manager, or the 
home office? The chain of causation is 
long and tortuous; but if followed, a 
remedy may be devised which will 
strike at fundamental rather than 
superficial causes. A recent study in- 
volving personal calls on the policy- 
holders of a group of companies who 
had dropped their policies within six 
months, showed that they fell into four 
classes: first, those who could not be 
located—a, significant fact because they 
had dropped their policies only six 
months before; second, those financially 


unable to continue their policies—a 
group consisting largely of “‘floaters,” 
whose financial depression was chronic 
rather than acute; third, those who 
either had no need for the policy or 
thought they had none; and fourth, 
those who had a grievance against the 
company or the agent. No study of 
these policyholders could be made 
without a realization that the process 
of selection and training of agents has a 
direct and vital effect on persistency. 
A complete conservation program is 
too long for presentation in this article, 
but it is slowly taking definite form.’ 


B. THE FIELD 


Despite the fact that the home office 
must initiate and carry through many 
of the specific things which should be 
done, there are numerous elements in 
the program which must be delegated 
to the field—chiefly to the men who are 
in charge of the company’s agencies. 
There exist for the manager the same 
general classes of influences to create 
persistent business as exist for the home 
office—contractual provisions, training, 
stimulation, and supervision. 

Even back of those operations lies 
the kind of agents which the manager 
is seeking (assuming, of course, that the 
manager has graduated from the class 
which still believe that they must take 
as agents what they can get). If he 
has been in business any length of time, 
he knows from his own experience that, 
so far as persistency is concerned, there 
are marked and recognizable character- 
istics of the agent with the high and the - 
agent with the low persistency. In- 
creasingly, it is hoped, will managers 
pick out their new agents with a view 
to the possession or the absence of 
those characteristics. 

The agency is closer to the payment 


3 Further details can be secured from Conserva- 
tion Bulletin, June 4, 1931, published by The Life 
Insurance Sales Research, Bureau, 
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or the nonpayment of premiums than 
the home office. Often it comes into 
direct contact with policyholders. Be- 
cause of that fact, it is essential that 
the manager organize his entire per- 
sonnel with a view to favorable and 
personal contacts with present or pros- 
pective policyholders. His cashier and 
his clerical force should understand the 
necessity for persistency; and further- 
more, they should help agents to 
achieve it, both by aiding the agents 
and by their personal contacts with 
policyholders. 

Just as conservation is endeavoring 
to give a new objective to the com- 
pany’s agency operations, so will it 
give a new objective to the manager’s 
operations; and those new objectives 
are already creating a basis for judging 
a manager’s success which did not 
exist even a few years ago. No sat- 
isfactory conservation program is 
possible without the intelligent, en- 
thusiastic, and continuous aid of the 
manager. 


Tue FUTURE or CONSERVATION 


Basically, conservation requires a 
changed attitude of mind—a desire on 
the part of boards of directors and 
presidents, which will react on other 
home office executives and field men, to 
secure not merely new business, but 
new business of a kind that will remain 
in force. When the desire becomes 
articulate, it will not take long for the 
company’s personnel to change its 
efforts. There will be an increased 
tendency to do things sufficiently 
thoroughly so that they will not have 
to be done over. Managers will seek 
less, as agents, men who are the “‘wiz- 
ards at cold canvass,” and more the 
thorough business men who will sell 
policies to cover analyzed needs. Be- 
cause the company’s desire for keeping 
business in. force will be expressed in its 
agency contracts, and because of the 


money to be made by keeping it “on 
the books,” managers and agents will 
pay increasing attention to “‘old policy- 
holders.” The field force will gradu- 
ally learn that money and honors are to 
be had from developing the long pull 
rather than the transient client. When 
these things are done regularly, as a 
matter of course and in response to the 
changed attitude of mind, we shall 
have substituted for the present proc- 
ess, involving first the sale of new 
business and then conservation, a more 
thorough procedure which will include 
conservation at every step of the sales 
process; and this will mean that the 
agency department will be responsible 
for selling not a certain amount of 
business, but a certain amount of busi- 
ness of a certain quality. 

It does not require a philosopher to 
say that one of the advantages of the 
depression is that better management 
will result, and whether we have a 
boom or a depression, individual busi- 
nesses will depend for their success 
upon the quality and the foresight of 
their management. In that improve- 
ment in management, which is clearly 
at hand in many life insurance compan- 
jes, conservation, in its broader sense, 
will play an important part. 

One of the objectives of improved 
management is the reduction of ex- 
penses; and in the life insurance busi- 
ness, selling expense constitutes the 
greatest single share of the operating- 
expense dollar. When the challenge 
which that condition offers is answered, 
it will focus attention as never before 
upon the contribution which conserva- 
tion can make. 

In many business operations, the 
difference between success and failure 
is very slight—an increase in income of 
10 per cent often means the difference 
between just breaking even and making 
a handsome profit. It may not be too 
much to hope that conservation can 
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make that small but vital difference for will be the privilege of conservation to 
home offices, for managers, for general lay just claim to giving life insurance 
agents, and for agents; and it is beyond service to policyholders and benefici- 
argument that in thousands of cases; it aries who would otherwise. be denied it. 


John Marshall Holcombe Jr. is manager of 
the Life Insurance Sales Research Bureau, Hartford, 
Connecticut. Heis also a director of the American Col- 
lege of Life Underwriters and secretary of the Associa- 
tion of Life Agency Officers. : 


Net Cost of Life Insurance Contracts 


By Jonn S. THOMPSON 


HE life insurance companies, in 

common with all other business 
organizations, are at present (19831-1982) 
in the midst of the adverse swing of an 
economic cycle of almost universal 
. extent. In consequence, they are pass- 
ing through difficult conditions charac- 
terized in general by diminished new 
business, higher mortality than durmg 
the last decennium, sharp increases in 
lapse and surrender rates, and, closely 
related to the last mentioned, an 
unprecedented demand for loan and 
surrender values. The effect of these 
influences upon the “net cost” (gross 
premiums less dividends) of life con- 
tracts of participating companies will 
be discussed with particular reference 
to current affairs. 


Trend or “Ner Cost” 


The net cost has declined quite 
steadily since 1920, at first with 
considerable rapidity. As a tabloid 
indication of this fact, consider the fol- 
lowing averages based on the premiums, 
. dividends, and net costs of twenty of 

the larger companies, which are all 
authorized to transact business in 
New York State, and which in 1930 
issued 92 per cent of the paid-for busi- 
ness issued by all New York companies 
in that year, and over 56 per cent of the 
total paid-for business produced by 
American and Canadian companies in 
1930. Twelve of these compute pre- 
miums and reserves on a 3 per cent 
basis, and the remainder on a 314 
per cent basis; but the combination 
.of both groups in arriving at the 
results tabulated causes no material 
distortion of the trend which is illus- 
trated. 
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TABLE I—Averace Premium, DIVIDEND, AND 
Ner Cost par $1,000 ın Tae 10ra Poticy 
Year or AN ORDINARY Lire Poutcy Issuzp 
AT AGE 35 


Twenty Participating Companies 














Year Gross Premium|Dividend|Net Cost 
1920...... $26.45 $5.72 | $20.78 
1925...... 25.98 7.30 18.68 
1930...... 25.81 


8.00 17.81 





In this instance, although the aver- 
age gross premium has been reduced 
about 214 per cent in the ten-year 
period, the annual dividend has in- 
creased 40 per cent and the net cost has 
declined 14 per cent. Results would be 
different for other plans of insurance, 
ages at issue, and policy durations; but 
it is generally appreciated that we have 
been passing through an era of remark- 
ably low net cost. 


Sources or Prorit 


The profits of life insurance compa- 
nies are of two sorts: one from sale or 
maturity of invested assets, as in case 
of any financial organization, and 
another including all other items of 
profit, namely, those peculiar to the 
transaction of the business of life in- 
surance. The latter may be termed 
“underwriting profits” or “under- 
writing surplus,” and the chief sources 
thereof are: . 

(1) Interest, in that the net return 
on invested assets is in excess of the 
interest, 3 per cent or 314 per cent as 
the case may be, assumed in the cal- 
culation of premiums and required to 
be earned in order to maintain the net 
legal reserves; 

(2) Mortality, in that the mortality 
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experienced under normal conditions 
is much less than that assumed in the 
calculation of premiums; 

(3) Loading, in so far as the excess 
of the aggregate gross premiums over 
the corresponding net premiums com- 
puted on the bases of interest and 
mortality just referred to, that is, the 
loading, is greater than insurance ex- 
penses incurred; and 

(4) Surrender and Lapse, in so far as 
the cash value paid on surrender of a 
policy or applied at lapse to the pur- 
chase of equivalent nonforfeiture op- 
tions may be less than the net reserve 
maintained at the time of default. ' 

There ,are in addition some miscel- 
laneous gains and losses as from bene- 


fits in the event of total and permanent , 


disability, additional accidental death 
benefits, and other nonparticipating 
contracts. i 

In 1930 the twenty companies here- 
inbefore mentioned earned in the ag- 
gregate the following items of profit, 
excluding the miscellaneous gains and 
losses just alluded to: 











TABLE II 

s 1930 Per cent 

punce Profits jof Total 
Interest............... $245,283,415| 37.1 
Mortality............. 319,035,496] 48.3 
Loading.............. 22,867,016 8.5 
Surrender and Lapse... .| 73,121,474) 11.1 
Total............. $660,307,401} 100.0 





` This will indicate the relative im- 
portance of the various sources of sur- 
plus in that year, but their relation at 
other times will depend on conditions. 
As favorable mortality is usually one 
of the chief sources of profit, it will be 
discussed first. 


TREND OF MORTALITY 


The Great War did not impose upon 
American companies a great volume of 


excess. mortality such as was experi-, 
enced by the European companies, but 
the influenza epidemic which followed 
caused, .in the latter months of 1918 
and in the early months of 1919, the 
heaviest rate of mortality within the 
recollections of most of those now ac- 
tive in the affairs of life companies. 
This epidemic recurred in waves of 
diminishing force, for there was some 
further mortality of a similar nature, 
though of much less extent, in 1922 and 
perhaps later; but the general result, 
say from 1924 onward, was extremely 
favorable mortality at the younger 
ages, as if the group of younger lives 
had been strengthened by the removal 
of many of its weaker units. 

Again, under the stress of war opera- 
tions, an impetus had been given to all 
movements tending to the improve- 
ment of conditions in industry by the 
introduction of safety and sanitation 
devices, and such measures, having 
proven profitable to employers as well 
as beneficial to employees, were con- 
tinued and amplified, with the result 
that industrial mortality has been sub- 
jected to a favorable trend. 

Then, too, both the War and the in- 
fluenza epidemic were effective in illus- 
trating the benefits of life insurance, 
particularly through the operations of 
the Bureau of War Risk Insurance, 
which in a very short time put in force 
about four billions of life insurance on 
the officers and men of the United 
States military and naval forces. This 
newly awakened interest in life insur- 
ance institutions had the result of . 
bringing into the life companies a vast 
number of selected lives at the younger 
ages, which, as later experience showed, 
were subject to a favorable rate of mor- 
tality. 

Some unfavorable influences have 
been in evidence, such as the mounting 
deaths from automobile accidents and 
the newer airplane hazard, and, in the 
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recent past, the depressed economic 
conditions, apparently leading to nu- 
merous suicides and deaths from car- 

diat and nervous diseases, not to 
mention the insidious general influences 
- culminating in more numerous deaths 

from all degenerative diseases of the 
_ later years of life. But on the whole, 
the mortality continued exceedingly 
satisfactory until 1928, as will be seen 
from the following table compiled from 
the Gain and Loss Exhibits of about 
two hundred American and Canadian 
companies (the group varying slightly 
from year to year), published in the 
Year Books of the Spectator. Company 
for the years in question: 











TABLE II 
Year Ratio Per Cent of Actual 
to Expected Mortality 
1020; eee 63,16 
rA EE EE 51.51 
DE Fee tre 53.43 
1923 iaee riian 53.338 
JIA iaaio 52.20 
LOR oon eaten 50.85 
W996 ipo dace enc etina.e 53.28 
IIIT: os dene ee umarok 52.72 
WEB oscar ucssaues, _ 56.37 
1920 neha chewing 57.47 
100a 60.21 








A definite minimum for this period is, 


shown in 1925, and the trend upward 
since that time is equally definite. 
Dividend scales take account of 
broad movements in profit factors. 
The surplus of life companies is large 
enough to absorb the adverse effect of 
` reasonably high mortality for a single 
year or even for two or three years; 
.but a change in level from that indi- 


cated by 1925 to that indicated by 1930 


can scarcely be accommodated with- 
out some adjustment of dividend 
scales. The current high mortality 
from suicide, being closely related to 
economic conditions, may disappear or 


diminish when conditions improve; but 
mortality from heart disease and can- 
cer, and accidental deaths caused by 
automobile and airplane may increase 
rather than recede. ` 


TREND or INTEREST Tas: 


The following table shows the gross 
interest rates and the net interest rates 
earned in the aggregate by the twenty 
large life companies used in the fore- 
going illustrations, as exhibited in the 
Gain and Loss Schedules of the suc- 
cessive years: 














TABLE IV 
Annual Interest Rates Earned 
gear Gross Net 
(Per Cent) (Per Cent) 
1920.......... 5.14 4,79 
TOOTS 5 Gees ania 5.36 5.00 
Dy Sar ae 5.43 5.08 
IBS ET 5.49 5.13 
1924,......... 5.48 5.12 
1925, 5.45 5.07 
1926.63 paves 5.44: 5.06 
TIa renen 5.41 5.02 
1928... ....00. 5.41 5.02 
1929 oaaae 5.40 5.01 
1980. ......... 4.40 5.02 








The trend of interest earnings is 
scarcely as obvious as in case of the 
mortality experience. The record 
shows that both gross and net rates 
proceeded rather rapidly to a maximum 
in 1923-1924 and that both rates have 
slowly but steadily receded from that 
level. Comparatively few companies 
have introduced into their dividend 
factors interest rates inconsistent with 
the net rates exhibited above for the 
years 1925-1930 inclusive. There are, 
however, influences at work which sug- 
gest a reduction of effective dividend 
interest rates at the present time, even 
if the net rates derived as above do 
not unmistakably . foreshadow such, 
action; 
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(1) Life companies are large holders 
of railroad securities. Present con- 
ditions have brought about a sharp 
reduction in the net earnings of prac- 
tically all roads, and the position of 
many securities is accordingly im- 
paired. If, through the powerful com- 
bination of high expenses and reduced 
traffic, some transportation companies 
are forced into receivership, the hold- 
ers of bonds of such roads will suffer 
some interruption of interest income 
and perhaps, in some instances, even 
actual loss of a part of the invested 
capital. If economic recovery is im- 
mediate, these losses will be minimized. 

(2) Life companies are the holders of 
a large volume of first mortgages on 
teal estate-—farm, suburban, and ur- 
ban. The position of agriculture has 
been admittedly serious for some years, 
and the company mortgagees have 
already taken title to a considerable 
volume of farm property. Naturally, 
in consequence of the interdependence 
of industry and agriculture, urban 
enterprises cannot prosper while farm 
produce cannot be sold for sufficient 
to pay the cost of production, and the 
holders of some city mortgages have 
been obliged to foreclose. The acqui- 
sition of real estate invariably means a 
temporary suspension of income and 
some expense in maintaining or re- 
habilitating the property. There niay 
also be finally some capital loss, de- 
pending on the nature of the property, 
the extent to which real and fundamen- 
tal values were regarded when the ap- 
praisal for the loan was made, and the 
form in which business recovery ulti- 
mately asserts itself. These potential 
losses in case of life company holdings 
will scarcely be large, but an inter- 
ruption of income from so much of the 
assets ‘as are tied up in foreclosed real 
estate is practically inevitable. 

(3) Taxes are likely to be increased 
at such a time as this when almost all 
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governmental units,—Federal, state, 
county, and municipal—have difficulty 
in balancing their budgets. 

(4) Policy loans have attained an 
unprecedented volume, not only abso- 
lutely but relatively, since they form, 
on the average, possibly 20 per cent of 
the ledger assets of the life companies 
as compared with 15 per cent immedi- 
ately prior to 1929. In some compa- 
nies this percentage has reached 25 per 
cent. The interest rate, 6 per cent, on 
policy loans is a remunerative one and 
has at the moment an important effect 
in maintaining the yield of the assets 
of life companies at a satisfactory 
level. Such loans will not persist in- 
definitely, however. The insured whose 
policy carries a maximum loan will in 
many cases prefer a new policy for a 
lesser amount from attained age and, 
if insurable, will give effect to that 
preference. Under.these circumstances 
the company will lose a 6 per cent 
investment and will incur the initial 
expense incident to the introduction of 
“new business.” The large expansion 
of policy loans in recent years cannot be 
regarded as other than an unfavorable 
development which will result in higher 
voluntary termination rates and, it is 
believed, in higher mortality as well. 

(5) Practically all contracts of all 


. companies provide for liberal surrender 


values. A large part of the policy 
reserves (amounting at December $1, 
1930 to over $16,000,000,000 for 352 
United States companies) is payable on 
demand. Some policyholders are un- 
insurable on account of age or for other 
reasons, and thus would not willingly 
terminate insurance; but the great ma- 
jority of insured lives can replace their 
insurance or are willing to run the risk 
of being able to do so, so that the poten- 
tial cash demands on the life companies 
are enormous, quite apart from the 
strain due to suicides, to which refer- 
ence has already been made. During 
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the earlier years of insurance history in 
this country, when companies were 
fewer and the amounts of insurance in 
force and accumulated reserves thereon 
were much smaller, the possible strain 
due to cash surrenders and loans was 
relatively as well as absolutely less; but 
as accumulated funds go on increasing, 
it may be that the financial officers of 
the life companies will be wise to con- 
sider the desirability of giving greater 
attention to the quality of liquidity in 
life company investments than has 
been thought necessary heretofore. It 
is probable that such a course would 
tend to reduce the net rate of return 
and make it subject to greater fluctua- 
tions. In the latter event contingency 
reserves would require to be increased, 
and thus, in either event, the tendency 
would be to decrease profits to policy- 
holders. 

There are several reasons, therefore, 
for expecting some reduction in the 
interest returns of life companies, even 
though at: the present time the rate of 
return continues at a satisfactory level. 


Expense RATES 


The assessment of expenses is a mat- 
ter of great complexity because of the 
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difficulty of properly allocating many 
large items of expense as between new 
and old business. First year commis- 
sions are clearly an acquisition expense, 
and the expenses of collecting renewal 
premiums or of settling claims are 
clearly “old business” expenses. But 
there are substantial expenses both in 
the home office and the field which can- 
not be properly subdivided without 
resorting to more or less arbitrary rules 
based on a consideration of actual con- 
ditions. It is difficult for an actuary 
to make such analyses for his own 
company, even when in a position to 
obtain the fullest information concern- 
ing company operations. But it is 
quite impossible to make any successful 
analysis of the expense rates of a large 
group of companies from such data as is 
published in the several annual com- 
pilations of facts relating to -the life 
insurance business. We must there- 
fore be content with the following ra- 
tios relating to the group of twenty 
companies already used for illustrative 
purposes. 

In this connection, since the first 
year expense rate is so much larger 
than the renewal expense rate, it is 
necessary to observe the relative 


TABLE V—Exrense Rares or Twenty PARTICIPATING COMPANIES 











Ratio Per Cent of 
Total Insurance 
Year Expenses to Total 
Premiums 
(Per Cent) 
(1) 
1920.. aaaea REE 32.2 
TOBE otek bos E E E 29.7 
TORR i aia a EATEN 28.9 
ORB E TEATSE 29.5 
nE EEES 29.3 
LORS oe ie eee ravene eana 28.9 
WOE is cece see ne eee e 28.6 
NOD E E 27.5 
IDB B accused EE EAA A 26.4 
1920 eae a re 26.5 
W980 eid ariani tiaes 25.6 





Renewal Expense Renewal Expense 
Rate, Assumed to be | Rate, Assumed to be 
1/5 First Year 1/10 First Year 
Expense Rate Expense Rate 
(Per Cent) (Per Cent) 

(2) (3) 

17.0 10.7 
17.6 11.6 
17.0 11.3 
16.9 11.0 
16.8 11.0 
16.4 10.7 
16.9 ’ 11.2 
16.4 10.9 

15.7 10.4 
15.9 10.6 
15.6 10.5 











ae — 
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amount of new business which is writ- 
ten each year, as shown below: 











TABLE VI 
‘(Ratio Per Cent of Paid-for 
- Year New Business to Business 
in Force January 1 

1920. sce tiwes 24.38 
EA tenses bs 17.16 
1922, 17.31 
1928 5 cos el hae aes 18.87 
Are PE E 18.24 
A925 u no a eeka 19.27 
1926.. 18.17 
TII eee ere 16.52 
98S iae enat 16.22 
1929, 16.05 
1980. rentran 14.41 





The rate of acquisition of new busi- 
ness, expressed as a percentage of the 
business in force January first of each 
year, has decreased steadily since 
1925, and the expense rates set forth in 
column (1) of Table V have accordingly 
decreased. When columns (2) and (8) 
of that table are considered, however, 
it is evident that there has been little 
real change in average expense rates 
during this period. The actual condi- 
tions as to relative size of “new busi- 
ness” expense rates and “old business” 
expense rates probably lie somewhere 
between the assumptions of columns 
(2) and (8), and although the basis of 
construction of these rates is purely 
empirical, there is evidence that ex- 
pense rates are not increasing. When 
new business again tends. to increase, 
as it undoubtedly will when the pres- 
ent policyholders who are terminating 
their policies again seek insurance pro- 
tection, a proportionate strain will be 
incurred because of the high rate of 
initial expense; but there is no basis at 
the moment for assuming that there 
will be any absolute increase in the 
expense rates respectively applicable 
to new and old business, at any rate in 
case of the companies which are sub- 


ject to the expense restrictions of Sec- 
tion 97 of the New York Law. ' 


Losses rrom Diısasuty BENEFITS 


The disability benefit clauses in- 
corporated in life insurance policies to 
provide for waiver of premium with - 
or without a monthly income in event 
of total and permanent disability of the 
insured in accordance with the contract 
terms, have proven unprofitable be- 
cause of: (1) indefiniteness of contract 
provisions, leading to ultra-liberal com- 
pany practices and finally to liberal 
court decisions; (2) inadequate premi- 
ums; (3) unsound underwriting; and 
(4) inefficient administration of claims. 
The losses in surplus for the last five 
years as set forth in the Gain and Loss 
Schedules of the group of companies 
under consideration here have been as . 
follows: : 














TABLE VII 
Losses in Surplus 
Year from Disability ` 
Business 

TOO A ea e AA R $17,893,338 
VOGT sas Seales we 19,695,936 
OOS ols ee ecbta he EA 17,871,476 
TORD hind ee Basten ee ae 20,849,062 
TII ii ced cata tres 46,956,287 





These losses, accentuated no doubt 
by current economic conditions, 
amounted to 3.6 per cent of the under- 
writing surplus in 1929, or 4.3 per cent 
of the dividends disbursed in that year. 
In 1930 the corresponding ratios were 
7.1 per cent of the underwriting surplus 
and 9 per cent of dividends paid. The 
unfavorable development of the dis- 
ability business is becoming a real fac- 
tor in the earnings-of this group of 
companies, and at least one company 
has met the situation by reducing the 
dividend allotted to a policy with dis- 
ability benefits, as compared with the 
dividend allotted to a similar policy 
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without: such’ a clause. No attempt 
ean be made to forecast even the 
immediate future of the disability 
business. 


Surpius Funps 


A common measure of surplus is its 
ratio to the policy reserve. Such a 
ratio is the basis of Section 87 of the 
New York Insurance Law; which lim- 
its the contingency reserve. In deter- 
mining the sufficiency of a given amount 
of surplus, regard should be paid to the 
size of the company, the basis of its 
reserve, the nature of its assets, the 


nature of its business, and the general | 


economic outlook. The following ta- 
ble shows the ratio per cent of aggre- 
gate surplus funds to the aggregate 
policy reserves of the group of com- 
panies, regardless of their size, reserve 
basis, character of business, and so 
_ forth, as follows: 


TABLE VII 











Ratio Per Cent of Surplus 


Year Funds to Policy Reserves 
1920 oss tars wt 4.8 
AOBTs eis seas ve Gone 4.9 
ee 6.4 
1923. 6.8 
1924. 7.5 
NOG ae enteric yeahs 7.5 
19265 avira sie 7.4 
1927. 7.4 
PA E E 7.3 
1929... 6.9 
1980 na A 6.3 








The general indications are that the 
surplus increased relatively until 1924- 
1925, after which the dividend scales 
were maintained only by drawing upon 
surplus accumulated during the pre- 
ceding years. : 


SUMMARY" 


. Although annual statements for 
1931 are not yet available and are, in 
fact, scarcely completed, it may be 
generally stated that the experience of 
1931 was a repetition of that of 1930, 
with emphasis on most of the unfavor- 
able features. 

Analysis of recent operations tude 
cates that: (1) mortality, after falling 
to a record low level in 1925, has 
slowly increased until it is now similar 
in severity to that which was experi- 
enced say in 1920; (2) interest rates, 
while not seriously affected at the mo- 
ment, cannot fail to be adversely in- 
fluenced by certain conditions now in 
evidence in the investment field; (3) 


no significant change is now taking 


place in the general average of expense 
rates; (4) disability business, with 
certain inherent weaknesses, is likely 
to be a source of considerable loss, 
particularly during the persistence of 
the current, economic depression; and 


` (5) if earnings follow a course which is 


suggested by recent experience, divi- 
dend distributions must be at a reduced 
rate unless contingency reserves are to 
be permitted to fall to relatively lower 
levels. 


John S. Thompson is vice-president and mathema- 
tician of the Mutual Benefit Life Insurance Company, 
Newark, New Jersey. He is a Fellow of the Actuarial 
Society of America, the Institute of Actuaries of Great 
Britain; the Faculty of Actuaries of Scotland, and the 
Casualty Actuarial Society. He is also a vice-presi- 
dent of the first named Society. 
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Increasing Codperation Between Life Underwriters 
and Trust Officers 


By Franxun W. GANSE 


HE evidence of increasing codpera- 
tion between life underwriters and 
trust officers in a field of work which 
practically began ten years ago is best 
shown, by giving the amounts of life 
insurarice made payable to banks and 
trust companies as trustees as furnished 
by the Trust Division of the American 
Bankers Association. The amounts 
for the early years—1923 to 1926—are 
combined, as they were very small 
during the first year or two after the 
Committee on Life Insurance Trusts of 
the Trust Division of the American 
Bankers Association was created, at 
just about the same time when the Na- 
tional Association of Life Underwriters 
appointed its Committee on Codpera- 
tion with Banks and Trust Companies, 
the name of which has recently been 
changed to Committee on Coiperation 
with Trust Officers in order to empha- 
size the personal character of life insur- 
ance trust efforts. 
These amounts for the first three 
years, and yearly thereafter to 19380, 
are as follows: ` 


1923-1926... 66. eee eee $265,000,000 
LORTE E EE 277,000,000 

1988 2 a 23 Sat E 700,000,000 

1920: iana 1,200,000,000 

1980 aiti aeaea 1,560,000,000 
Total. su hirasei taisa tasa $4,002,000,000 


Figures are not yet available for the 
year 1931, and opinion is probably 
pretty evenly divided as to whether it 
will show results equal to those in 1930, 
since the depression on the one hand 
has caused policyholders and prospects 
to hesitate about doing anything defi- 
nite, and on the other hand has induced 
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a good many men of large means to 
put all of their estate interests into 
better order—a task which they were ` 
too busy to attend to during the late 
1920’s. 

Another tangible evidence of this 
coöperative movement is furnished by 
two sets of resolutions adopted jointly 
by life underwriters and trust officers— 
the former, of a rather fundamental 
nature, in the Spring of 1928; and the 
latter, going more into particulars after 
several years of active work, in Septem- 
ber 1930. 


Co6PERATION 


In Creating Life Insurance Trusts 


[Resolutions Adopted by 
TRUST OFFICERS 


at the April 1928 meeting (in Augusta, 

Georgia) of the Executive Committee of the 

Trust Division of the American Bankers 
Association] 


We appreciate the widespread, able co- 
operation which exists between life under- 
writers and trust officers in creating life 
insurance trusts and express our belief that 
the services of well-equipped men on both 
sides of this great development are neces- 
sary in order to properly occupy the un- 
limited field. 

We urge our members to measure up to 
the highest standard of this codperative 
effort and to appreciate the remarkable as- 
sistance which life insurance companies and 
life insurance underwriters are giving to us. 

We believe that successful coöperation 
requires that each factor serve in its own 
field, help the other without compensation 
or competition, and thus promote the best 
service without friction or danger of divert- 
ing business from those who originate it. 


` 
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[Resolutions Adopted by 


LIFE UNDERWRITERS 


at the April 1928 meeting (in New York 
City) of the Executive Committee of the 
National Association of Life Underwriters] 


We appreciate the widespread and able 
coöperation which exists between life under- 
writers and trust officers in creating life 
insurance trusts, and express our belief that 
the services of well-equipped men on both 
sides of this great development are neces- 
sary, in order to properly occupy the un- 
limited field. 

We urge our members to measure up to 
the highest standard of such coöperative 
effort, and to appreciate the remarkable 
assistance which trust companies and banks 
are giving to us. 

We believe that successful coöperation 
requires that each factor serve in its own 
field, help the other without compensation 
or competition, and thus promote the best 
service without friction or danger of divert- 
ing business from those who originate it. 


COÖPERATION 
In Creating Life Insurance Trusts 


[Resolution adopted by the Executive 
Committee of the Trust Division of the 


American Bankers Association and the 


Executive Committee of the National 


Association of Life Underwriters, Septem- 


ber 1930] 


1. The way to begin to build up an estate 
is to buy life insurance. After the payment 
of bare living expenses, the first item in the 
family budget should be for the payment of 
premiums. It is the only safe and sure 
way to create a capital fund payable in cash 
in case of death. 

2, Every estate requires cash for the 
payment of debts and inheritance taxes. 
Life insurance will meet this need. 

3. There are two principal methods of 
distributing life insurance proceeds—(1) 
through the optional settlements of the life 
insurance policies; (2) through a corporate 
trustee. Life underwriters realize the 
value and advantages of life insurance 
trusts, and the trust officers likewise rec- 
ognize the value and advantages of the 


optional settlements provided in the life 
insurance policies. 

4, The trust company is in the business 
of administering estates whether these are 
composed entirely of life insurance policies 
or include other assets. 

5. The principal advantages of the life 
insurance trust for the administration of 
policy proceeds are: 

(a) That it provides a single and uni- 
form plan for the management of 
the proceeds of policies in several 
different companies; 

(b) That it provides a convenient, ex- 
perienced and impartial financial 
adviser for the family of the in- 
sured; 

(c) That it affords flexibility of man- 
agement and may be used to meet 
unforeseen emergencies and family 
misfortunes. 

6. The life underwriter and the trust 
officer should collaborate in advising the 
creation of insurance estates and the ad- 
ministration of the proceeds of the policies 
by trust companies when that is for the 
best interests of the insured and his family. 

7. Fees, commissions and other com- 
pensation resulting from any business in 
which the life underwriter and trust officer 
may collaborate should pass to the person 
to whom they would ordinarily belong in 
the regular course of business and neither 
shall expect or be entitled to a share in the 
financial return of the other. 


Tun Reason FOR COÖPERATION 


The fundamental reason for success- 
ful coöperation in this field was covered 
fully by the late Edward A. Woods in 
his article on this subject printed in 
Tae Annazs, Volume CXXX, March 
1927. It is the intrinsically different 
attitude of citizens of this young coun- 
try towards the nature of a financial 
competence, as compared with Euro- 
pean countries, of which England is an 
excellent example. In that country a 
man achieves personal financial suc- 
cess if he builds up a suitable depend- 
able income. Here the ideal has been 
the accumulation of a good round 
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amount of principal, largely because 
‘the individual saw about him many 
` examples of successful men who had 
quickly accumulated large fortunes. 
But the other ideal, commonly called 
“the income idea,” has grown in favor 
during the last twenty-five years. 
Perhaps a leading influence thereto has 
been the introduction of income options 
for a definite period and then, early in 
the twentieth century, the offering by 
life insurance companies of the monthly 
installment option continuous for the 
life of the beneficiary, usually the wife 
of the insured. = 

At any rate the income idea has a 
growing acceptance in the United 
States and it will certainly take the 
combined income paying abilities of 
life insurance companies:and corporate 
fiduciaries to equip American estates so 
that their beneficiaries, and even their 
children in turn, will be certain to re- 
ceive more or less adequate incomes 
throughout their entire lives. This is 
much better than to leave them, un- 
equipped’ as many of them are with 
business or financial training, with a 
lump sum which they are likely to lose 
or dissipate long before they reach old 
age and need it most of all. 

The combined help of life under- 
writers and trust officers and of any one 
else who can be associated with them is 
certainly needed in this important 
task. After thirty years during which 
the: life underwriter has been able to 
make policies payable under incomes 
continuous for the life of the beneficiary 
and about ten years of life insurance 
trust effort to the same end, it is safe 
to say that not more than 20 per cent of 
the total life insurance in force, which 
now amounts to $110,000,000,000, is 
payable in income form; about three 
quarters of it is payable under options 
and the other one quarter under trusts. 
It is believed that the use of these 
words, as in the sentence immediately 


preceding, is desirable so that all may 
understand without the use of more 
complicated terms that we mean by 
“option” the provision embodied in 
the life: insurance policy, and by 
“trust the provision under a life in- 
surance trust with a corporate fiduciary 
as trustee. Very few life insurance 
companies ‘have the right to act as 
corporate fiduciaries under their char- 
ters. That is being’ done in am ex- ‘ 
tremely small minority of cases, and 
the income payments provided for 
under life insurance policies are almost 
entirely obligations of contracts in- 
cluded in such policies. 


History or Lire Insurance 
TRUSTS 


While it is true that life insurance 
trusts form a new development, there is 
still in operation such a trust estab- 
lished in 1869 with the Girard Trust 
Company of .Philadelphia as trustee. 
And nearly fifty years before that, life 
insurance to secure his. creditors was 
taken out upon the life of Sir Walter 
Scott and made payable to trustees, 
and upon his death in 1832 the use of 
the proceeds of these policies was 
necessary in order to make his estate 
solvent. . ' 

An interesting feature of life insur- 
ance trust coöperation is the many 
notable addresses which bankers and 
trust officers have made during recent 
years before the conventions and sales 
congresses of life underwriters. At the 
Pittsburgh convention held in Septem- 
ber 1931 there were two such addresses 
—one by Gilbert T. Stephenson, former 
president of the Trust Division of the 
American Bankers Association, upon 
the subject of “Analyzing Estates for 
Life Insurance Needs.” 

At that convention there was also 


.a luncheon discussion of points of in- 


terest to the codperating forces, the 
most important of which proved to be, 
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f , 
in view of the closing of several banks 
in Pittsburgh during that same week, 


“What Happens to the Trust When the. 


Trustee Bank Closes Its Doors?”: 
This was answered most thoroughly by 
Gwilym A. Price, a Pittsburgh trust 
officer, who has since been called upon 
to repeat his-information at addresses 
in other cities. He showed conclu- 


sively that the trust funds never 


merged in the assets of the trustee 
' bank, that no trust was allowed to fail 
for lack of a trustee, and that there was 
an unbroken record in such cases in 
this country of the taking over of the 
trust by another institution without 
loss to the fund or the beneficiaries. 

The 1932 February program of the 
midwinter conference of the Trust 
Division of the American Bankers 
Association, which at this writing has 
- just been issued, devotes a whole ses- 
sion to addresses and discussions of life 
insurance trust matters with three 
different speakers ' povengg different 
phases. 


LocaL CoéPERATIVE Bopiæs ’ 


Locally, there are not only frequent 
addresses on these themes before both 
fiduciary and life underwriters associa- 


tions, but in several cities there have' 


also been created strong local coöpera- 
tive organizations. A good example 
` of these is the Boston Life Insurance 
Trust Council which.has now been in 
operation about two years, with first a 
trust officer as president and this year 
a life underwriter as president, and 
with the other offices alternating be- 
tween the two bodies who make up the 
membership of about eighty life under- 
writers.and twenty-five trust officers. 
Meetings are held monthly throughout 
the winter with addresses by well- 
informed men every other month and 


discussions. at the alternate monthly . 


meetings. In fact, the discussion fea- 
ture is a most important part of such 


1 


meetings, for thus points of misunder- 
standing or friction are settled before 
they become too serious, and practical 
matters of selling ‘and administration 
are made known to all the members. 
Equally important is the close ac- 
quaintanceship between the trust offi- 
cers of the city and the underwriters 
who are most interested in life insur- 
ance trusts, so that when the’ time 
comes to’codperate in a given case, no 
time is lost in becoming acquainted and 
establishing mutual confidence. 

One of the important details in life 
insurance trust work is connected with 
the change of beneficiary from the 


` former personal beneficiary to the 


corporate trustee. The practice of the 
life insurance companies varies con- 
siderably as to requirements in making 
these changes, some companies only 
calling for a reference to the date of the 
trust deed establishing the trust, 
others insisting on seeing the trust 
deed, and still others, in a more con- 
servative class, requiring a copy of the 
trust deed to be filed permanently with 
them in connection with the request 
for a change of beneficiary., After the 
insured has established the life insur- 
ance trust and changed the beneficiary 
with the idea that he will never inter- 
fere with this arrangement, he may 
later feel that he needs to borrow on the 
policy and thereupon ask the company 
for a loan. This is a simple case oc- 
curring fairly often, which illustrates 
why a conservative company might 
want a copy of the trust deed in its 
files, because under it the insured may 
either have retained or parted with in- 
cidents of ownership i in the policy like 
the right to borrow in accordance with 
its terms. 


‘Smmprirying Truster APPOINTMENTS 


A good deal of work has been done 
on both sides in an effort to simplify 
this important .and naturally rather 


r 
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complicated procedure. Some con-. some large cities; though, as shown 
servative companies are satisfied to above, the results for 1930 were very 
have filed with them an abstract of the satisfactory, and it. may be, that they . 
provisions of the trust deed as affecting will prove to have been so in 1931 when 
the rights of the insured under it so the figures are available. Those who 
Jong as he lives, on the theory that they believe that the movement is a some- 
„are not so much interested in what he what temporary one are perhaps not to 
has instructed the trustee”) do with be criticized, but the better view seems - 
the proceeds after he dies. *.‘his isan ‘to be that life insurance trust codpera- 
illustration of the tact, the forbearance, tion has passed the stage of novelty and 
and the spirit of fairness necessary in ought to be a prominent part of the 
life insurance trust coöperation; and it activities of life underwriters and trust 
is believed that considering the view- officers for many years to come. It is - 
points, the activities, and the education certainly safe to say that more than 20 
of the two groups of men involved, the per cent of the life insurance in force in 
codperative spirit shown during these this country, where it is the principal 
last few years has been admirable. financial safeguard of the majority of: 
The depressing times of the last two families, should be made payable in 
years have undoubtedly slowed down income forms rather than in lump: 
the placing of life insurance trusts in sums. 


Franklin W. Ganse, C. L. U., is manager of the 
Estate Protection Department of the Paul F. Clark 
Agency, John Hancock Mutual Life Insurance Com- 
pany, Boston; chairman of the National Association of 
Life Underwriters Commitiee on Coöperation with 
Trust Officers; and a director and treasurer of the 
American College of Life Underwriters. He is author 
of “Your Estate Intact” (1917), “Inheritance Taxes 
Simplified” (1924), “ Business Life Insurance Trusts” 
(1980), and “What Bankers and Trust Officers Should 
Know about Life Insurance” (1982). 


Business Interruption Insurance 


By Curros M. KAHLER 


ESIRE for profit is the motivating 

force, and realization of a profit 
the ultimate goal, of any business 
undertaking. Any of the innumerable 
risks which a business runs may ac- 
count for its failure to achieve this 
goal. The risk that it may be forced 
to suspend or curtail its activities and 
suffer a reduction or cessation of in- 
come is of considerable importance. 
This, however, is a composite risk. 
To mention but a few of its parts, 
there are the risks of interruptions 
caused by death or disability, by 
damage to property by various haz- 
ards, by failure of a supply of light or 
power, or by economic or technological 
changes. Some of these risks are in- 
surable; others, such as the risk of 
interruption because of damage to 
property, are insurable if the hazards 
involved are insurable; others, at least 
in our present state of knowledge, are 
clearly uninsurable. 


DEFINITION OF THE TERM 


Virtually every form of insurance 
can be used to protect against loss 
through interruption of business of one 
sort or another. In this sense the 
field of business interruption insurance 
is practically limitless. It includes 
‘many forms of insurance unrelated to 
one another in underwriting character- 
istics; for example, life insurance and 
electric current interruption insurance. 
The sole reason for grouping them 
within the same class is the purpose for 
which they may be used. This con- 
cept is too broad for the purpose of this 
paper. 

One of the principal sources of income 
to a business is the property which it 


owns or has the right to use. The risk 
that it will suffer a loss of income if fire 
or some other insurable hazard dam- 
ages or destroys such property is one of 
the most important interruption risks 
which a business. faces. There are 
several kinds of insurance which have 
been developed to cover this risk spe- 
cifically. While these forms differ ac- 
cording to the nature of the income or 
earnings derived from the property, 
they are related to one another in 
principle as well as in purpose. The 
term “business interruption insurance” 


will be used herein to refer collectively 
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to this group of insurance coverages. 
The group includes: (1) rent insurance, 
(2) leasehold insurance, (3) use and 
occupancy insurance, and (4) profits 
and commissions insurance. 


GENERAL NATURE OF THE Risk 


When a fire (or some other hazard) 
occurs and does damage to income-pro- 
ducing property, two distinct types of 
loss are involved. First, there is a loss 
of the value of the property directly 
or indirectly damaged by the fire. In 
order to determine the amount of this 
loss, the value of the property must be 
ascertained as of a particular moment, 
the time of the loss. Receiving pay- 
ment of this amount, an insured would 
be placed in the same position as before 
the loss if he could repair or replace the 
damaged property immediately. But 
repair or replacement takes time. 
During this time some one is being 
deprived of the use of the property or 
the income from it. Thus, a second 
type of loss is suffered. This, unlike 
the first type, continues over a period 
of time. Its amount cannot be estab- 
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lished as of a particular moment but 
must be taken over the period during 
which the loss endures. In the ag- 
gregate it depends upon two factors: 
(1) the size of the loss for each unit of 
time, and (2) the number of units of 
time during which it continues. This 
time element is characteristic of the 
business interruption risk and is of 


fundamental ‘importance in interrup- 


tion forms of insurance, 

At one time it was presumed that 
there was a direct relationship between 
the severity of a property loss and of 
the interruption loss which ensued. 
Insurance was written to indemnify for 
interruption loss by the payment of an 
amount, in, addition to the property 


loss, equal to a stipulated percentage ' 


of the property loss. This method of 
insurance was not used in the United 
States, but its adoption was urged as 
late as 1878. 

. The presumed relationship, however, 
does not exist. Neither the size of the 
earnings which are interrupted nor 
the length of time over which an 
interruption continues is directly pro- 
portional to the extent of the loss of 
property value. An inexpensive ma- 
chine, for example, may be an: essential 
link in the process of ‘producing a 
valuable commodity. Its destruction 
would tie up the entire process and 
cause the loss of a large amount of 
earnings. The loss would be of long 
duration if the machine could be pro- 
cured only upon special order or only 
in a distant market. Though the 
property loss would be small, the 
interruption loss would be large. 
There is no fixed relation between the 
two. 

Direct damage and consequential 
damage insurance policies cover only 
losses of property value. Both by 
policy provision and by court interpre- 
tation, ‘compensation for loss resulting 
from interruption of business or manu- 


facture” is excluded. Usually, inter- 
ruption insurance is written in a 
separate contract, since the insurable 
interest in the property and the interest 
in the use of or the income from the 
‘property may not belong ‘to the same 
party. Contracts. are issued -sepa- 
rately against each of the hazards to 
which property is subject. Each con- 
tract is made up by attaching to a 
blank fire, windstorm, or other direct 
damage insurance policy one of the 
interruption insurance forms which, 
among other things, describes the na- 
ture of the interest covered. 


Rent INSURANCE 


Rent insurance covers. probably the 
least complex interests with which the 
different forms of business interrup- 
tion insurance are concerned. The 
subject matter of the insurance con- 
sists of only one type of income from 
property; namely, rent. 

Rent insurance protects either the 
owner or the lessee against loss if the 
property is rendered untenantable by 
the hazard insured against. If the 
property is occupied by the owner 
himself, he suffers a loss equal to the 
rent which he must pay to secure the 
use of other property similar in all 
respects to his own before the loss. An 
interest of this sort is known as a 
rental value interest. 

If the property is occupied by a 
tenant, the loss may fall upon either the 


_tenant or the owner, depending upon 


the terms of the tenancy. If the 
tenant is required to continue the pay- 
ment of rent even though the property 
is unfit for occupancy, he loses the full 
value of the use of the property—its 
rental value. By the terms of the lease - 
or by yirtue of statutes in certain 
states, the tenant usually is relieved 
from liability for the payment of rent 
when the property becomes untenant- 
able through no fault -of his own. 
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The owner then loses the amount of 
rent which he would have received 
under the lease. 
rent interest. The-loss of this rent is 
usually .a serious matter, since the 
owner depends upon it to pay ‘the 
various expenses attaching to the 
ownership of property. l 

Rent insurance forms are written ‘to 
protect the rent or rental value either 
of the entire property or of only those 
portions of the property which may be 
occupied at the time of a loss. The 
contracts indemnify for the loss sus- 
tained from the date of the fire or 
. other casualty until the property can 
be restored to a condition of tenanta- 


bility. This period of time is known, 


as the period of indemnity. The 
insurer assumes liability for any loss 
which originates within the term of the 
policy, even though it continue beyond 
the date on which the policy expires. 
In-order to receive payment in full 
for any loss, the insured usually is 
required to carry a certain minimum 
amount of insurance. In this respect 
there is a wide variation in the forms 
used in different sections of the United 
States. Within each section an in- 
sured is given some choice as to the 
basis for coinsurance. The insurance 
required is based upon the rental value 
of those portions of the property cov- 
ered by the contract. It may be: (1) 
the. annual rental value, or (2) the 
rental value for the length of time 
which would be required to rebuild the 
property if totally destroyed, or (8) 
the rental value-for a stipulated period 


of time, such as six or nine months, - 


sometimes expressed as x per cent of the 
annual rental value. 


LEASEHOLD INSURANCE 


Leasehold insurance protects a lessee 
against loss resulting from the cancel- 
lation of a favorable lease because of 
_ the hazard insured against. If for any 


This is known as a - 


operating unit—the business. 


reason the rental value of property 
increasés beyond the amount of rent 
which the lessee must pay, he is in pos- 
session of a favorable lease. The 
value of this leasehold is the difference 
between the rent payable and the 


present rental value of the property 


for the remaining term of the lease. 
The lessee, by subletting at the higher 
rent obtainable, may convert this value 
into a leasehold profit. 

Leases, especially those for a long 
term, frequently allow cancellation by 
the lessor or provide for automatic 
cancellation if the property is damaged 
beyond a certain extent. If the lease 
is canceled, the lessee is deprived of 
whatever leasehold value or profit he 
may have had. His loss is substantial 
if the lease had a long period still to 
run. y 
There are two types of leasehold 
insurance forms, differing principally 
in the method by which the insurable 
value is determined. In one type of 
form the insurance is written for the 
undiscounted amount of the leasehold 
interest, and in the other for its dis- 
counted present value. In each form 
the insurer’s liability is limited to the 
discounted value of the leasehold at 
the time of the loss, and the insurance 
is automatically reduced in amount 
each month, decreasing as the lease- ` 
hold value or profit decreases. 

The insurer’s risk depends largely 
upon the ease with which the lease in 
question may be canceled. For this 
reason a verbatim copy of the cancella- 
tion clause is made a part of the policy, 
and changes in the clause without the 
consent of the insurer are prohibited. 


Purrose or Usu anp Occupancy 
INSURANCE 


Usually many items of property, 
including buildings, machinery, equip- 
ment, and stock, are combined into an 


The 


` 
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earnings of the business cannot be. 


broken up and a portion specifically 
ascribed to each piece of property; 
they depend upon the continued avail- 
ability of the property in its entirety. 
For such a business the coverage of 
rent and leasehold insurance is inade- 
quate; it requires broader protectiori 
against loss resulting from a reduction 
in its anticipated earnings because of 
damage to any of its property by an 
insurable hazard. 

The loss which a business sustains 
when its earnings are reduced consists 
of: (1) a loss of the net profit which 
otherwise it would realize, and (2) a 
loss of such fixed charges and expenses 
- as it must continue to pay in spite of 
the reduction in its income. The 
effect of a suspension of business is 
reflected first in the net profit of the 
business. If the loss of earnings is 
severe or spread over a long period of 
time, the net profit is completely wiped 
out and the business finds its income 
insufficient to meet interest on its 
indebtedness, salaries of its executives, 
charges under noneancelable contracts 
for various services, taxes, and numer- 
ous other expenses which it cannot 
avoid and which do not depend upon 
the amount of business done. Certain 
other expenses, though partly avoid- 
able, represent a loss to the extent to 
which they continue. In addition, the 
business may find it necessary to incur 
additional expenses in order to reduce 
its loss.’ 

Use and occupancy insurance trans- 
fers to the insurer the risk of loss just 
described. Because of the breadth of 
its coverage and its applicability to a 
wide variety of businesses, it is by far 
the most important of the business 
interruption insurance group. In fact, 
the term “business interruption insur- 
ance” is frequently used as a synonym 
exclusively for this class of underwrit- 
ing, A more descriptive term and one 


which is receiving considerable favor 
is “prospective earnings insurance.”. . 


Use AND Occupancy Insurance 
CONTRACTS 


Separate use and occupancy insur- 
ance forms are provided for manu- 
facturing and for nonmanufacturing or 
mercantile risks. A manufacturers 
earnings presumably accrue as he 
produces goods; a merchant’s, as he 
sells them. The destruction of the 
buildings, the machinery, or the equip- 
ment used in the business interrupts 
alike the earnings of each; the destruc- 
tion of stock affects them differently. 
The loss of raw materials or stock in 
process suspends the production of a 
manufacturer, and consequently, his 
earnings; but the loss of finished goods 
does not. After these same finished 
goods become the stock of a merchant, 
however, their loss interrupts his sales 
and reduces his earnings until they can 
be replaced. The property whose 
damage may result in an interruption 
of business must, therefore, be differ- 
ently described for each type of risk. 
For this reason separate forms are used. 

Use and occupancy insurance cover- 
age must also be adapted to the 
regularity or the variability of the 
earnings of a business. Earnings 
which are uniform day by day through- 
out the year can be insured under what 
is called a “straight per diem limit” 
form. In such a form the insurance is 
distributed equally over each working 
day in the year. The insurer assumes 
responsibility for the actual loss of net 
profits and continuing expenses up to a 
limit of 1/300 (or 1/365 if the business 
operates on Sundays and holidays) of 
the face of the policy for each day of 
total suspension. This limit is reduced 
proportionately if a suspension is not 
total. 

If the earnings of a business vary in 
different periods of the year but are 
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uniform day by day within each period, 
a “seasonal” or “fluctuating per diem 
limit” form can be used. This form 


distributes the insurance as it is esti- ` 


‘mated the earnings will vary, ,and 
limits the insurer’s liability to a speci- 


fied amount per day within each period. 


The earnings of a merchant, but hardly 
those of a manufacturer, may vary 
from one day to another but show con- 
’ siderable regularity from week to week 
throughout the year or within each 
season of the year. For such mercan- 
tile risks, “weekly limit” forms, simi- 
Jar in principle to the per diem limit 
forms, have been developed. ` 
Each of-the forms mentioned in- 
cludes provisions which have the effect 
of a 100 per cent coinsurance .clause. 
In order to recover in full for both total 
‘and partial losses, an insured must 
have, at the time of a loss, insurance 
equal to his estimated net profits and 
continuing expenses for a full year in 
the future. His insurance must also 
be distributed correctly over the year; 
. it must be varied for each unit of time 
precisely as his earnings will vary. 
- There are’ two possible errors which 
may result in inadequate protection. 
_First, an insured may underestimate 
the total of his insurable earnings for 
the next year. This possibility can 
hardly be avoided. Second, he may 
_ err in estimating the time or the extent 
of variations in his earnings. Although 
a sufficient amount of insurance in 
total is carried, its improper distribu- 
tion produces overinsurance for one 
period and underinsurance for another. 
A loss during the latter period would 
not be paid in full. 
` > To overcome this „disadvantage, 
forms in which no predistribution of 
the insurance is attempted have been 
developéd in recent years. . An insured 
is still obliged to carry insurance equal 
to his insurable earnings for the year; 
if he does so, he is indemnified in full 


_ for all losses regardless of the regularity 


or the variability of his earnings over 
the period. These forms are called 
“coinsurance” forms. Under them an 
extension of the coverage to the in- 
sured’s pay roll for a period of ninety 
days following a loss can be obtained. 
In interruptions of short duration it is 
often advisable to retain employees 
and continue to pay them their wages. 
In such cases this additional coverage ' 
is of great value. 


“Prorits AND COMMISSIONS 
INSURANCE 


Although a manufacturer earns his 
expenses and profit as he produces 
goods, he does not realize them until 
the goods are sold. Use and occu- 
pancy insurance reimburses him for his 
loss of future earnings if production is 
interrupted, but not for his loss of 
unrealized past earnings if the goods are 
destroyed. Insurance on the goods 
indemnifies him for the value of the 
goods, which includes the costs or 
expenses of. their production, but not 
his profit. He therefore needs addi- 
tional insurance to cover this loss. 
One who is in possession of goods which 
have been sold but not delivered, or 


_which are to be sold on a commission 


basis, also runs the risk of losing his 
unrealized profit or commission if the 
goods are lost. Such interests are 
covered under profits and. commissions 
insurance. 

.There are two types of profits and 
commissions insurance forms. In one, 
an insured can recover for a loss of 
profits or commissions only in propor- 
tion to the damage sustained on the 
merchandise. If the damage amounts 
to 50 per cent of the value.of the goods, 
the insurer is liable.only for 50 per cent 
of the profit which would have been 
realized from the sale of all of the goods 
in sound condition. This assumes that 


_ the same rate of profit can be realized 
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from the sale of the salvage as would 
have been realized from the sale of the 
undamaged goods. Often this is im- 


possible. In a second type of form, no ` 


such basis. is established for determin- 
ing the proportionate loss of profit in 
case of a partial loss of the goods. 


Business INTERRUPTION INSURANCE 
Rates 


Rates for the different types of busi- 
ness interruption insurance are always 
based upon.the direct damage insurance 
rate of the property whose destruction 
may bring about the-interruption loss. 


This rate measures the probability. 


that the hazard insured against will 
occur, and the severity of the property 
damage which ‘will ensue. Interrup- 
tion insurance rates should measure 
the probability that the hazard insured 
against will occur, and the severity, 
as to both duration and extent, of the 
interruption which will follow. It has 
been’ shown that there is no fixed rela- 
‘tion between the severity of property 
losses and the severity of interruption 
losses. Some adjustment must be 
made in the direct damage insurance 
rate before it can be applied to a 
particular business interruption insur- 
ance form. Without a considerable 
body of statistical data relating to 
interruption risks, it is difficult if not 
impossible to judge the degree of ac- 
curacy or inaccuracy of such adjust- 
ments as are made, 


© Recent DEVELOPMENTS AND 
Current PROBLEMS 


The moral hazard— 

Business interruption forms of in- 
surance were slow in developing, partly 
because it was feared that the extra 
coverage would allow an insured to 
profit as the result of a fire or other 
casualty and thus create a moral haz- 
ard. “With business conditions in their 
present state, the same question arises. 


Experience, however, indicates that 
the danger is more apparent than real. 
An insured can recover only his’ actual 
loss of earnings. He must prove that - 
the business would have earned a cer- 
tain amount had there been: no fire. 
If he would have earned no profit he . 
can recover none from the insurer, 
regardless of the amount of insurance 
he may be carrying. There is no 
chance of profit from the insurance 
itself, and, hence, no increase in 
hazard. Also, as earnings decline, the 
danger of overinsurance tends to cor- 
rect itself. The business seeks to re- 
duce its expenses and finds that it can 
decrease the amount of its interruption 
insurance without sacrifice of adequate 
protection. In some cases, from a 
motive of mistaken economy, interrup- 
tion insurance is eliminated entirely. 


Uniformity in underwriting— 

The diversified nature and extent of 
modern business undertakings make it 
exceedingly difficult to standardize the 
underwriting of business interruption 
forms of insurance. Many businesses 
feel that their needs are so peculiar and 
complex that standardized forms can- 
not be properly applied to them. 
They endeavor to obtain special forms 
to fit their particular circumstances. 
At the same time, insurers desire uni- 
formity. Many of the variations in the 
forms which have been evolved were 
the result of the demands of particular 
types of business for greater flexibility 
in the underwriting of interruption 
risks. The “coinsurance” use and 
occupancy insurance forms which were 
developed within recent years are an 
illustration of this. ‘They have gone a 
long way toward attaining uniformity ` 
together with sufficient flexibility to, 
meet the needs of many- diverse busi- 
nesses. 

Uniformity in underwriting business 


‘interruption risks is to be desired if an 
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adequate ‘body ‘of statistical data for 
rating purposes is ever to be developed. 


_ At the present time it is the practice of _ 


insurers ‘to report their business inter- 
ruption insurance ‘experience as a part 
of their direct damage insurance ex- 
‘perience. Unfortunately, this has 
hampered the development of an ade- 
quate system both of writing and of 
rating business interruption insurance 
risks. For a satisfactory analysis upon 
which a future program may be based, 
experience relating to interruption 
losses should be segregated, separately 
classified, and independently analyzed. 


Improvements in coverage destrable— 
Improvements in the coverage of 


business interruption risks are possible, 


but most of these are of too detailed a 
nature for discussion here. For ex- 
ample, it seems inconsistent to prevent 
a manufacturer from recovering his 
loss of earnings for the time necessary 
to reproduce his finished goods, but 
still allow him to recover his loss for the 
time necessary to reproduce his stock 
in process. It also seems inconsistent, 
as is the case under coinsurance use and 
occupancy insurance forms, to require 
insurance equal to a full year’s net 
profit and all expenses, whether they 
continue or not, but still restrict recov- 
ery to the loss of profits and such ex- 
penses as continue. 

There are, however, several questions 
of fundamental importance which war- 
rant attention. These may be brought 
out by a brief comparison of our use 


and: occupancy insurance system with - 


the English profits insurance system 
which covers risks of the same type. 
Under the English system a certain 
` standard is agreed upon by which the 
extent of a loss shall be measured. 
The standard adopted may be the 
turnover of the business, the quantity 
or the value of its output, or some 
other appropriate base. The ratio of 


the insurable earnings ‘of the business 
to the standard is determined. By 
applying this ratio to the reduction in 
the standard resulting from an inter- 
ruption, the amount of loss is deter- 
mined. Loss adjustments are not 


- closed until the interruption has ceased, 


‘but periodic payments are made to the 
insured. The loss is assumed to con- 
tinue until the adopted. standard has 
been brought up to normal—not merely 
until the property has been repaired or 
replaced... 

Tn so far as the method of determin- 
ing the amount of an interruption loss 
is concerned, the American system is 
probably better. The rigid applica- 
tion of a predetermined measure of loss 
will result in inequity if, at the time of 
a loss, there has been a material change 
in the ratio of the insurable earnings to 
the standard agreed upon. The ad- 
juster under use and occupancy insur- 
ance is allowed greater latitude and can 
effect more equitable settlements, but 
better trained and more competent 
adjusters are required. 

In its method of determining the 
length of the period of indemnity, the 
English system is superior to ours; for 
it is recognized that a business usually 
cannot resume normal operations im- 


. mediately upon the repair or replace- 


ment of its property. 

Provision could easily be made (and 
would be desirable) for the payment of 
losses in installments over the period of 


‘an interruption and for holding open 


the final settlement of a loss until an 
interruption has ceased and the actual 
conditions operating during the time of 
interruption can be given due consid- 
eration. 


- Expected growth— 


Business interruption insurance is 
considered one of the fields of insurance 
which offers great possibilities of future 
growth. At the present time only a 
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small portion of the values which may 
be lost. through interruptions of busi- 
ness are covered by insurance. Unfor- 
tunately the insuring public generally 
has not appreciated the need for inter- 
ruption forms of insurance, nor has the 
subject been well understood by agents 
and-brokers. More and more empha- 
sis has been placed upon education by 
the insurance companies. In recent 


years many intensive educational 
campaigns have been conducted. As 
agents and brokers come to understand 
the field more thoroughly, buyers of ` 
insurance who depend upon them for 
advice will realize the necessity of safe- 
guarding themselves against unneces- 
sary loss through interruption. of 
business. The anticipated growth in 
this field will then be realized. - 


Clyde M. Kahler, Ph.D., is Assistant Professor of 
-Insurance at the Wharton School of Finance.and 
Commerce of the University of Pennsylvania. He is 


. the author of a treatise on 


Insurance” (1930). 


“ Business Interruption 


Automobile Insurance 
By H. J. Loman 


L \HANGES in the physical charac- 

teristics and behavior of any sub- 
ject matter of insurance automatically 
influence the nature of the insurance 
itself. It is obvious that the auto- 
inobile has changed not only in power, 
speed, and construction, but also in its 
habits, environment, and social effects. 
The developments in each of the sub- 
divisions of the field of automobile 
insurance reflect these conditions in 
varying degrees. Changes of greatest 
importance undoubtedly are in the 
branch which deals with legal liability 
for the consequences of accidents. 
This is the natural accompaniment of 
the alarming increase in legal liability 
losses which in turn has increased lia- 
bility insurance rates. 


INCREASE IN Motor VEHICLE 
ACCIDENTS 


The social problem arising out of 
automobile accidents and their indem- 
nification has become so acute that it 
has tended to dwarf the importance of 
industrial accidents. And it should 
be remembered that it was not so many 
years ago that we thought the latter 
had created one of the most challeng- 
ing problems of the machine age. In 
support of this general statement a 
few figures recently published by the 
National Bureau of Casualty and 
Surety Underwriters will serve to give 
; us a tnore definite idea of the direction 
in which we are going. 


From 1916 down to 1929 the number of 
persons killed annually leaped from 8,164 
‘to 31,215, corresponding to the increase in 
the number of automobiles. In 1930 and 
1931, for the first time, the number of cars 
in use, as reflected by the total number 
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registered in the country, either did not 
Increase or showed a marked reduction. 
In 1930, for example, the number of auto- 
mobiles registered was but eight hun- 
dredths of one per cent (.08%) more than 
those registered in 1929. Thé available 
figures for 1931 indicate a reduction of 
something more than 2 per cent. Never- 
theless, the number of motor vehicle fatali- 
ties leaped from 31,215 in 1929 to 33,300 
in 1930, and in 1931 they reached the tragic, 
record-breaking total of 34,400.: 


In this last year it is estimated that 
in addition there were 997,000 persons 
injured in 860,000 motor vehicle acci- 
dents. The total resulting economic 
loss is placed at more than $1,000- 
000,000. Some measure of the effect 
of these accidents on insurance com- 
pany losses and consequently on rates 
may be gathered from the following: 


. During 1927 the companies paid out as 
a countrywide average, $16.94 for every 
private passenger automobile insured for 
public liability. In 1928 this cost increased 
to $17.45. The following year, 1929, saw 
this cost rise to $19.09, and 1930, the last 
year for which experience is available, saw 
it climb to $20.43.2 


Inasmuch as rate revisions have not 
kept pace with the losses, the insurance 
companies have been sustaining sub- 
stantial underwriting losses—8.4 per 
cent for 1930 alone. And the most 
annoying feature lies in the fact that 
no assurance of relief has yet appeared 
on the horizon. To the contrary,, 
the general procedure for casualty in- 


1 Preface to Revision of Public Liability and 
Property Damage Rates for Private Passenger and 
Commercial Automobiles, National Bureau of 
Casualty and Surety Underwriters, Jan. 18, 
1932. 2 Ibid. 
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surance rate-making is to bring the 
past experience up to date but not to 
forecast future changes. On account 
of the experience in other casualty lines 
this may be a sound procedure, ac- 
tuarially, but it does not seem to fit 
the circumstances in automobile lia- 
bility insurance. The problem is not 
confined to the trend of accident fre- 
quency and severity, but also includes 
the more lenient attitude of courts and 
juries towards, claims, and the conse- 
quential increase in the average size 
of awards. 


LIABILITY Insurance LEGISLATION 


The last two are directly associated 
with a tendency of considerable social 
importance and even greater signifi- 
cance to insurance companies, namely, 
the efforts to make indemnification for 
motor vehicle accident losses more 
certain and adequate. Thus far the 
attempts have been mostly by way of 
legislation that puts pressure on an 
automobile owner to be able to pay the 
cost of the losses for which he is re- 
sponsible. With the exception of Mass- 
achusetts,’ which has a Compulsory 
Automobile Liability Insurance Law, 
this has taken the form of Guaranteed 
Safety and/or Responsibility Laws. 

Perhaps it should be explained at 
this point that when the Massachu- 
setts Liability Insurance Law was 
passed, motor vehicle and insurance 
men were fearful of the results; so they 
combined their efforts and. brought 
forth the so-called American Auto- 
-mobile Association Safety-Responsi- 
bility Bill. Either this bill or some 
variation of it now exists in eighteen 
states, even though some of the New 
England States adopted legislation of 
this type before the American Auto- 
mobile Association sponsored it. To 
Connecticut belongs the honor of 
having the first effective (January 
1926) law of this kind. The other 


states which have passed such legis- 
lation and the original effective dates 
are as follows: 


Massachusetts January 1 
Minnesota, April 23 
New Hampshire Junel }.,..... 1927 
Vermont June 1 
Rhode Island June 21 
Maine January 1 > ....... 1928 
Wisconsin May 8 
North Dakota July 1 
Iowa July 4 
California August 14 J00 1909 
New York September 1 
New Jersey November 15 

NONC ons. neresini 1930 
Delaware April 22 
North Carolina Juyi `: 
South Dakota Juyi =p ae. 1931 
Nebraska August 3 
Indiana October 1 N 
Maryland January l  —s......... 1932 


"The concentration in the odd years 
is explained by the fact that those are 
the years during which most of our 
state legislatures were in session. If 
the present rate of progress is main- 
tained, perhaps the remainder of the 
states will have similar statutes by 
1940. But such action appears doubt- 
ful at the present writing, for reasons 
which will appear presently. It is 
slowly dawning on the American pub- 
lic that these statutes have been yield- 
ing results far short of expectations. 
The imposing title “Safety-Responsi- 
bility” presumably means that safety - 
on the public highway will be increased 
and those who cause accidents will be 
financially responsible. The evidence 
does not show that either has been 
accomplished. Accident frequency has 
proceeded at an accelerated pace, if 
anything, and the indemnification of 
the injured and the damaged is but 
little more satisfactory than ever. 
We have been both drifting and stalling 
for the past five years, awaiting the 
outcome of the Massachusetts. experi- 
ment or the happening of a miracle. 


AUTOMOBILE INSURANCE 


Resuuts or Massacuuserts Puan 
COMPARED WITH OTHER STATES 


We now have some figures relating 
to the Massachusetts plan, from which 
we may draw tentative conclusions. 
The recently published report by the 
Committee to Study Compensation for 
Automobile Accidents to the Columbia 
University Council for Research in the 
Social Sciences presents the figures 
reproduced -below, to show that the 
Massachusetts law did not increase 
accidents as had been predicted by its 
opponents. A comparison is made 
with Pennsylvania, which has no re- 
sponsibility statute, and with Connec- 
ticut and Rhode Island, which have 
‘had laws of the financial responsibility 
variety since 1926 and 1927 respec- 
tively. 


TABLE I—Increase in Fatanrrres ® 




















Year Mass. | Conn.| R. I. | Penna. 
1925.. aaan 743 | 349 | 135 | 1,576 
1926.. .| 687 | 326 | 112 | 1,734 
1927.. 682b | 387 | 128b | 1,860 
1928.. 722 |433 | 145 1,882 
1929.: 772 |441 |128 | 2,159 
1980,.......... 799 | 396. | 106 | 2,424 








a Other kinds of accident statistics are unre- 
liable and incomparable. 

b Indicates the enactment of a financial re- 
sponsibility law or, in Massachusetts, of a 
compulsory liability insurance law. 


This same committee has compiled 
statistics which show the average in- 
curred loss per insured private passen- 
ger car. 

There has been an enormous increase 
in the number of negligence cases in the 
courts, but this is the only “terrible 
consequence” of social significance 
which has been proved against the 


3 Page 122 of Report by the Committee to 
Study Compensation for Automobile Accidents 
to the Columbia University Council for Research 
in the Social Sciences. © 
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TABLE II 
Poli Mass. | Nine States Country- 
y icy Index Index | wide Index 
ear Number | Number! | Number 
1927...... 100 100 100 
1928......| 111 102 103 
1929...... 110 111 ‘113° 
1980,..... 122 119 121 





® California, Connecticut, Illinois, Missouri, 
New Jersey, New York, Ohio, Pennsylvania, 
and Wisconsin. 


Massachusetts plan; and this was 
anticipated by the proponents of the 
law. 

The same report contains some in- 
teresting information which confirms 
what many have guessed but could not 
prove, with reference to the difference 
between insured and uninsured auto- 
mobile liability cases.4 


TABLE III 








Percentage of Percentage of 
Insured Cases Uninsured Cases 








Paid Paid 
Temporary....| 86 27 
Permanent... .|- 96 21 
Fatal.. ....... 88 17 





Obviously, the figures support very 
strongly the desirability of insurance as 
the most important assurance of pay- 
ments to the injured. This leads to a 
comparative evaluation of the several 
methods used to induce insurance. It 
is estimated that 99.5 per cent of all 
cars in Massachusetts are insured, 
mostly as ‘a result of the Compulsory 
Liability Insurance Law. By` using 
the estimate of the National Bureau of 


4 These tables were constructed from the results 
of the committee’s investigation and study of 


8.849 cases covering personal injuries in a num- 


ber of representative districts. The emphasis 
in this study was placed on the amounts and 
the frequency of payments, regardless of legal 
liability. a 
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TABLE IV—Exrenr or ÅDEQUATE COMPENSATION 
Insured Cases Uninsured Cases 
Adequate | Inadequate No Adequate | Inadequate No 
Payment Payment 
(Per Cent)! (Per Cent) (Per Cent)||(Per Cent)| (Per Cent) |(Per Cent) 
‘Temporary. ........4. 69 17 14 u 15 1h 
* Permanent............ 63 82 5 5 16 79 
Fatali ec ue. cevaies 77 n 12 7 8 85 





Casualty and Surety Underwriters for 
1929, we find that the increase in the 
number of private passenger cars which 
carried liability insurance in the states 
which had a saféty-responsibility law in 
effect for two years was as follows: 


TABLE V—PERCENTAGE or PRIVATE 
‘Passencer Cars INSURED 





1927 1929 
“Minnesota........... 19.0 23.7 
New Hampshire.. .....| 49.9 49.8 
Vermont............. 84.1 38.9 
Rhode Island......... 25.0 25.7 





At the same time in several represen- 
tative states which have no such law 
the percentage of insured passenger 
cars increased as follows: 














TABLE VI 
1927 1929 
Pennsylvania......... 28.1 82.5 
Michigan............ 10.6 15.9 
Oregon... annaa 18.2 22.6 
Dexas: cess harks 7.0 9.8 


It should now be quite clear that the 
major part of the increase in the states 
having safety-responsibility laws is due 
to a general trend rather than to special 
legislation. 

This does not necessarily lead to the 
conclusion that a compulsory liability 
law is the remedy for the lack of ade- 

















quate indemnity, because the figures 
given earlier show another very im- 
portant fact, namely, that in spite of 
insurance, a substantial percentage of 
the injured remain unindemnified; and 
this cannot be cured by liability in- 
surance. It is with this latter point 
in mind that the Committee for the 
Columbia, University Council for Re- 
search in the Social Sciences favors 
“the plan of compensation with limited 
liability and without regard to fault, 
analogous to that of workmen’s com- 
pensation laws.” 
There are violent objectors to this 
plan, particularly insurance men who 
fear rate regulation and exclusive state 
insurance funds. The problem is fur- 
ther complicated by. the probability of _ 
increased cost and legal difficulties; but 
it seems inevitable that a change in this 
direction will be made. | Perhaps there 


` will be more general adoption of com- 


pulsory liability insurance laws now 
that it has been found that the much 
maligned Massachusetts law is not so 
vicious as opponents predicted. If 
this does happen, very likely it will be 
but an evolutionary step, because we 
must eventually adopt a plan which 
solves the social problem of general , 
indemnification for deaths and injuries 
caused by motor vehicles, regardless . 
of legal technicalities. 


Merir RATING 
Another phase’ of this general situa- 
tion of increasing accident cost is the 


AUTOMOBILE INSURANCE 


attempt to induce carefulriess in driving 
and greater equity in rates through 
recognizing the merit of safe driving in 
the rate charged. This involves a 
deviation from the manual rate and is 
commonly known as “merit” rating. 
Merit rating for the insurance of the 
automobile liability hazard of private 
passenger cars has been subjected to 
much criticism because of its alleged 
inequities. Without doubt, one must 
concede that there is a difference be- 


‘tween drivers; and in all fairness to 
, those who are more careful than their 


fellow drivers, a distinction should be 
made in the insurance premium. How- 
ever, the problem of measuring degrees 
of care and separating the good from 
the bad is more difficult than generally 
supposed. Deductively, it would seem 
that the accident and claim records of 
each driver would be an accurate 
means of measurement. This is sub- 
ject to several limitations. In the 
first place, reliable accident records of 
the person in question may not be 
available. Secondly, even if they are 
available, it is doubtful if the exposure 
is sufficient to be a satisfactory index. 
In fact the probabilities are very great 
that when you apply this method of 
measurement you are violating one of 
the cardinal principles of insurance. 
On the average, a considerable period 
of time must elapse before a driver will 
be involved in an accident of conse- 
quence. A lengthy experience period 
is impracticable because of changing 
conditions; hence, a merit rate is based 
on a short period of time, with its 
accompanying defects. 

Then, too, as stated on another occa- 
sion," the “innocence” of a motorist has 
usually been considered synonymous 
with a spotless accident record. The 
mere fact that 95 per cent of the 

5 THe Annars of the American Academy of 


Political and Social Science, March 1927, p. 
167. 
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motorists have no accidents in a given 
year is no reason for concluding that 
they will not have any in the years to 
come, any more than it is logical to say 
a given industrial risk does not need 
compensation insurance because it has 
had only one serious accident in twenty 
years, or that fire insurance is unneces- 
sary because less than one per cent of 
the insured risks will have a fire during 
the next year. 

During the last few years the com- 
panies belonging to the National 
Bureau of Casualty and Surety Under-- 
writers have been allowing a 10 per 
cent reduction from manual rate on 
private passenger cars if the assured has. 
not 


been involved in an accident resulting in 
bodily injury or damage to the property of 
another, in consequence of which loss for 
either personal injury or property damage 
has been paid by the assured, or by an 
insurance carrier in his behalf, or a reserve 
established for pending claims, during a 
period of twenty-one months beginning 
twenty-four months prior to the effective 
date of this policy and ending three months 
prior thereto. 


Proposep PLAN ABANDONED 


A revision in the rate manual effec- 
tive January 18, 1932 revoked the pre- 
ceding regulation and substituted in its 
place an ‘“‘experience” plan for demerit 
rating. Immediately following its an- 
nouncement the protests against this 
latter plan were too vociferous to resist, 
and the Bureau of Casualty and Surety 
Underwriters was compelled to suspend 
it. As a tendency, however, the de- 
merit plan deserves some attention. 
The plan as proposed is substantially 
the same as that already used in 
Connecticut, and is described in the 
suspended paragraphs of the rate 


manual as follows: , 


All private passenger automobiles and 
motorcycles, not subject to the Experience 
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Rating Plan contained in this Manual, 
are divided into four classes designated as 
- follows: 

Class A Class C 

Class B Class D 

The premium rates for Class A applica- 

ble to the preferred class of business are the 
Manual rates. These are the lowest rates 
available. The premium rates for the 
other classes are as follows: 


Class B—Manual rate plus 10 per cent 


Class C-—-Manual rate plus 25 per cent 
` Class D--Manual rate plus 50 per cent 


Under this plan the insured is con- 
sidered a standard risk and classified as 
A until he commits certain offenses or 
is involved in an accident. If he has 
an accident with a loss exceeding $50 
and/or is convicted of certain motor 

- vehicle or highway traffic violations, he 
is classed as B, C, or D; the extent of 
the “rating up” being determined by 
the seriousness of the accident loss 
and/or the offense. The experience 
rating period is similar to that pre- 
viously described for the abandoned 
merit rating plan. Removal from a 
penalty classification is dependent upon 
a clear record; further offenses will 
increase the penalty. 

Undoubtedly the scheme has ad- 
vantages, because it eliminates the 
possibility of using merit rating as a 
method of cutting rates below the 
manual, and it provides a substantial 
incentive to the car owner to use greater 
care. Moreover, it is in line with the 
general policy in other fields of in- 


surance. An illustration of this latter 
point is schedule rating in workmen’s 
compensation insurance, in which the 
items giving rise to credits have been 
of dwindling importance in recent 
years, thus placing more emphasis on 
defects. Also in automobile fire in- 
surance, cars are divided into standard 
and substandard; likewise in life in- 
surance. In accident and health in- 
surance, so-called “preferred” risks are 
used as standard and the more hazard- 
ous are charged higher rates accord- 
ingly. ‘ 

In casualty insurance especially, there 
is no tendency to adopt lower than aver- 
age risks as standard; to the contrary 
there is a tendency to grade the rates 
upward for inferior risks. Hence, one 
may conclude that it is quite probable 
that the obstacles which have caused . 
the suspension of the demerit rating 
plan for private passenger cars may be ` 
overcome and a scheme of that variety 
put into effect at a later date. 


Other trends and tendencies of im- 
portance to automobile insurance may 


' be mentioned, even though no exten- 


sive discussion can be devoted to them. 
Prominent among these developments 
are: the extension of the principle of 
vicarious liability; the limitation of 
liability to guests; experience rating 
for the large risks; greater use of the 
deductible principle; and, through 
registration laws, better control of the 
theft problem. 


H. J. Loman, Ph.D., is Professor of Insurance in the 
Wharton School of the University of Pennsylvania. 
He is co-author with Dr. Robert Riegel of “Insurance 
Principles and Practices” (1921) and author of “In- 
surance of Foreign Credits” (1923) and “Taxation in 
Its Relation to Life Insurance” (1927), 
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Inland Marine Insurance 


By Davy McCanan _ 


HE risks of transportation are 

varied and numerous. Vehicles 
not only are subject to loss from the 
physical perils which. surround the 
water, rail, air, and motor network 
of highways over which they operate 
and from the human frailties of those 
who have them in charge, but. may 
bring loss upon their owners through 
injury which they cause to the person 
and the property of others, Commod- 
ities carried on such vehicles are ex- 
posed to direct damage hazards of like 
character, as well as to those incident 
‘to loading, unloading, transshipping; 
' and warehousing or storing in transit. 
So obvious and so serious are many of 


these perils, especially those associated’ 


with maritime shipping, that it is not 
surprising to find the roots of marine 
insurance running back into the Middle 


Ages or to know that this form of . 


coverage long antedates all other types 
of insurance. i 


CHANGES IN Insurance NEEDS 


As a result of the growth in trans- 
portation facilities and commerce which 
has taken place in recent years, a type 
of insurance primarily intended for 
protection against perils of the sea was 
inadequate to meet all the needs which 
arose. Types of carriers other than 
water-borne vessels assumed greater 
prominence. The most important of 
these to come upon the scene during 
the past century was the railroad. Its 
development would doubtless have 
brought a bigger demand for insurance 


the catastrophe hazard were relatively 
smaller, and the carriers themselves 
were relatively larger and more stable 
financially. Accordingly,  self-insur- 
ance of rolling stock was largely prac- 
ticed. The railroad shipper, on the 
other hand, did not feel the same need 
for protection, as the laws relating to 
common ‘carriers placed a very sub- 
stantial measure of responsibility upon 
the railroad for loss occurring to goods 
while in its custody. Nevertheless, as 
private industrial companies purchased 
their own railroad cars for specialized 
use, and as certain gaps in the rail- 
road’s protection to shippers became 
apparent, various insurance needs were 
indicated. 

Then came the passenger automo- 
bile, the motor truck, and the airplane. 
They were not, generally speaking, 
owned by large companies which could 
combine the risks of many units and 
average up. And they were of such 


` substantial value or their use entailed 


had it been operating under the same > 


conditions as ocean shipping; but value 
of individual transportation units and 
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such a large potential liability to third 
parties that the individual owner could 
not afford to bear personally the 
risks attendant upon their operation. 
Hence, there arose a great demand by 
owners for adequate types of insurance. 
Moreover, shippers using these newer 
forms of transportation agencies sensed 
a need for special coverage, as under 
contracts of private carriage the lia- 
bility of the carrier was greatly re- 
stricted. But even when a given con- 
tract, or the law pertaining to common 
carriers, placed upon the carrier a high 
degree of responsibility, he was not 
always in a financial position to meet 
his obligations. 
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Coincident with the changes in in- 
surance needs which have accompanied 
the developments in transportation 
facilities and the accompanying re- 
direction of the flow of commerce, there 
has .been a vast increase in certain 
kinds of personal property which are 
relatively small in bulk but high in 
value, which may generally be stored 
at a location where they are well pro- 
tected against loss, but which occasion- 
ally enter into transit. Because of 
their high value and attendant unusual 
moral hazard, as well as their peculiar 
relations to transportation, special 
forms of insurance became necessary 
if owners were to be safeguarded 
adequately. 


GROWTH or “INLAND Lines” 


Marine insurance companies recog- 
nized that the regular hull marine in- 
surance policy and the cargo policy, 
even with the “warehouse to ware- 
house” clause attached, did not amply 
provide for existent needs, and so de- 
veloped a variety of different types of 
insurance policies tọ that end. Since 
these frequently contemplate trans- 
portation hazards other than those as- 
sociated with ocean shipping and are 
generally designed solely for domestic 
commerce, they have come to be 
known as inland marine insurance con- 
tracts. Special inland marine insur- 
ance departments have been set up 
by many companies for the purpose of 
writing them. 

Although the so-called “inland lines” 
are quite young and many are still in 
the formative stages, the volume of 
premiums from them has grown by 
leaps and bounds during recent years 
until in 1930 the net premiums from 
them, written by American companies 
and American branches of foreign com- 
panies, aggregated approximately $47,- 
000,000, which is nearly $3,000,000 
more than the net “ocean marine” 


premiums written by the same carriers 
in that year. If past rate of growth 
is any index as to the future, it seems 
quite likely that the future will witness 
a’ relatively greater increase of the 
“inland lines” so that they will ulti- 
mately far exceed the “ocean lines” 
as an income producer for the insurance 
companies. 

The distinction between “ocean 
marine” and “inland ‘marine’ insur- 
ance as above outlined, whether viewed 
from the angle of fundamental purpose 
or changing relative .volume, has so 
greatly accentuated the manner in 
which the term “marine” has been 
stretched to cover transportation in- 
volving no carriage by water as to sug- 
gest the desirability of substituting the 
term “transportation” for “marine,” - 
and then bringing within the under- 
writing scope of a transportation in- 
surance company all the various forms 
of coverage which involve a trans- 
portation risk, even to the extent 
of writing certain liability forms, such 
as automobile public liability insur- 
ance, now reserved to casualty com- 
panies. 


> 


TYPES oF TRANSPORTATION INSURANCE 
AVAILABLE 


In order that the reader may readily 
visualize the many forms of insurance 
which have been devised to meet 
various transportation needs, the fol- 
lowing classification is presented in the 
thought that certain fundamental func- 
tions may become apparent through a 
maze of forms and numerous differences 
in nomenclature. 

Not recognizing any inherent virtue 
in the artificial classification of insur- 
ance coverages imposed by the laws of 
many states upon American ‘insurance 
companies, the author has made no 
effort to delimit this outline of policies 
to those written by the “ocean” and 
“inland” departments of marine in- 
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surance companies, but has included 
certain casualty lines whose only excuse 
for not now coming within the under- 


writing scope of such carriers is archaic: 


legislation and expediency. To that 
extent, he has departed from the sub- 
ject assigned to him. Nevertheless, 
it is hoped that this analysis may serve 
the twofold purpose of indicating the 
types of insurance which are obtain- 
able in the market today and also the 
manifold needs which an insurance 
company desiring to specialize on 
transportation problems should be 
privileged to meet. i 

Generally speaking, all types are 
classified into several broad groups, the 
governing principle being the’ particu- 
lar nature of the interest to be covered. 
In the first group will be found those 
‘covering against loss to conveyances 
in which persons or goods are trans- 
ported; in the second, those protecting 
a carrier or custodian against liability 
to others for loss of or damage to their 
property; and in the third, those cover- 
ing shipments by specified transporta- 
tion agencies, or stipulated kinds of 
property, against a variety of risks 
including such as are incident to 
transportation. 

Although some marine insurance 
companies have in the past written 
contracts covering property at fixed 
locations against fire, tornado, and 
other hazards even when no trans- 
portation peril was assumed, such have 
no logical place in this classification. 
This follows from our premise whether 
they have been written to overcome the 
lack of flexibility in the fire underwrit- 
ing plan of handling multiple location 
risks, or have been used, under the guise 
of meeting modern business require- 

` ments, to circumvent the fire insurance 
rating laws of: various states. The 
problem which ‘they have raised will 

- be given further attention later. Now 
follows the classification: 


I. CONTRACTS AGAINST LOSS OF OR 
DAMAGE TO CONVEYANCING EQUIPMENT 


- 1. Direct damage 


Under this heading may be included 
hull insurance for ocean, lake, and 
river steamers, sailing craft, yachts, 
motorboats, and other water-borne 
vessels against direct loss to such from 
the usual marine perils; insurance of 
railroad cars against fire, collision, 
and derailment; insurance of automo- 
biles against fire, transportation haz- 
ards, theft, and collision; insurance 
of aircraft against fire, theft, wind- 
storm, and crash. In addition to the 
above which’ cover destruction of or 
damage to conveyancing equipment 
while in use, should be mentioned 
builders’ risk insurance on hulls, which 
covers a vessel during construction and 
while on its trial trip. 


2. Lost expenses and profits 


Freight insurance on hulls and any 
other type of insurance intended to 
indemnify the owner of conveyancing 
equipment for loss of use would be 
included in this category. Obviously, 
this is a type of coverage needed partic- 
ularly for large and valuable vehicles 
which cannot be quickly replaced. 


Il. CONTRACTS OFFERING PROTECTION 
AGAINST LIABILITY TO THIRD PARTIES 
1. For carriers 

Ocean marine insurance has always 
been regarded as a multiple line type of 
coverage, so it is not surprising to find 
that the hull policy, if it contains a 
“collision or running down clause” and 
a “protection and indemnity clause,” 
will not only indemnify the shipowner 
for direct damage losses which he may 
sustain, but in addition, will assume his 


‘liability for certain damage suits based 


on negligence which may be brought 
against him. The coverage granted 
by the “protection and indemnity” 
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provision was originally not contem- 
plated by the hull policy, as underwrit- 
ers believed that shipowners would be 
more careful if they were obliged to 
bear negligence losses other than those 
covered by the “collision clause.” 
However, the growth of shipowners’ 
clubs to assume these risks led marine 
insurance carriers to offer protection 
against them, including, if desired, 
liability for loss of life and personal 
injury; so now it is possible for a ship- 
owner to have direct damage and lia- 
bility insurance incorporated in the 
same contract. Even the obligation 
assumed by the shipowner or imposed 
upon him by a workmen’s compensa- 
tion law may be covered under a special 
indorsement. 

As previously intimated, insurance 
of the automobile driver against his 
liability to third parties for death or 
personal injury arising from the opera- 
tion of his car is not, written with 
direct-damage fire, theft, and collision 
insurance, as that is a line reserved to 
casualty companies, even though auto- 
mobile property damage liability in- 
surance may be written by either type 
of company. Motor trucks may also 
be covered under an inland marine 
cargo policy, which insures the truck- 
man against loss or damage to such 
goods occurring while they are in his 
custody, and for which he is held 
liable. This is required by law in 
many states, certificates of convenience 
and necessity for engaging in motor 
trucking not being granted unless the 
insurance is carried. Public liability, 
passenger liability, and property dam- 
age liability insurances have also been 
devised for aviation needs. Still other 
forms of liability insurance have grown 
out of transportation activities. 
track liability insurance, for instance, 
is intended for the owner of a private 
sidetrack who' has released the railroad 
from liability for accidents occurring 


Side- 


thereon but who wishes to relieve him- 
self of any claims which might be 
brought against him. 


2, For custodians 


Laundries, dyers, cleaners, and simi- ` 
lar bailees, which temporarily have 
custody of the property of others and 
which receive compensation for their 
services, are answerable to the owners 
for such loss or damage as is attribu- 
table to the bailee’s failure to exercise 
ordinary and reasonable care in the 
preservation of the property. But a 
concern engaged in performing a serv- 
ice of this nature could hardly plead 


its legal rights and retain its good will, 


so insurance has been designed which 
will not only safeguard the holder 
against loss for which he may be held 
legally responsible but will, in addition, 
indemnify the owner of the goods for 
loss from a broad list of stipulated 
perils. Contracts of this nature are 
known as “bailees’ customers” or. 
“customers’ goods” insurance. 


Il. CONTRACTS AGAINST LOSS OF OR 
DAMAGE TO CARGO SHIPMENTS OR 
SPECIFIC COMMODITIES 


The basis for dividing the various 
types of policies coming within this 
category into two groups is whether 
the insurance is written primarily with 
reference to the type of carrier em- 
ployed, or with reference to a specific 
item of property irrespective of the 
particular transporting agency. 


1. Shipments by specified transporta- 
tion agencies 


When commodities are shipped 
abroad by ocean steamer, the usual 
practice is to insure them under 
“open” or “blanket” cargo policies, 
to which a “warehouse to warehouse” 
clause may be attached. When mov- 
ing between points within a country, 
however, or from a point in one country 


-Innanp Marine Insurance 95 


to a point in some contiguous country, 
they are generally insured under transit. 
policies which cover them while in the 
custody of a railroad, a railway express 
company, or an inland steamer. Ship- 
ments by motor truck may also be 
covered by a transit policy or by a 
separate motor truck contents insur- 
ancecontract. Shipments of securities, 
bullion, precious stones, and like arti- 
cles may be protected. under registered 
mail insurance when moving by regis- 
tered mail or express. Parcel post 
insurance, on the contrary, is designed 
essentially for general merchandise 
which is acceptable for shipment by 
ordinary mail or parcel post. 


2. Specific classes of property 


As contrasted with the previous 
group of coverages, which contemplate 
insurance of certain goods and mer- 
chandise only while they are in the 


hands of the carriers designated, other 


. types of insurance have been designed 
for specific classes of commodities. 
These are frequently known as “float- 
ers,” since they follow the property 
and cover it wherever it may be located, 
whether in course of transit or at.a 
fixed location. In many cases they 
afford protection against “all risks” 
instead of insuring only against enu- 
merated hazards. The term “all 
risks” is ordinarily narrowed some- 
what in scope, however, by excepting 


loss or damage from certain perils, such: 


as’ moths, vermin, wear and tear, 
gradual deterioration, war, and so 
forth. The titles of these contracts 
generally indicate the character of the 
goods insured. Some of the more com- 
mon are listed below as typical of the 
various classes of properties for which 
special forms have. been prepared. 
Further extension of such forms would 
appear to be limited only by the in- 
genuity of agents, brokers, and under- 
writers. 


(a) Business forms— 

(1) On merchandise—Special pol- 
icies have been prepared for motion 
picture negatives, installment sales, 
approval transactions, exhibits, goods 
being processed, salesmen’s samples, 
department store sales, and jewelers’ 
stock. 

(2) On equipment—Special policies 
have been prepared for cameras and 
projecting machines, radium, neon 
signs, physicians’ and surgeons’ instru- 
ments, contractors’ equipment, theatri- 
cal properties, and installation risks. 


(b) Personal forms— 


Special policies have been prepared 
for tourist baggage, personal effects, 
fine arts, jewelry, furs, silverware, 
musical instruments, and wedding 
presents. : 


(c) Miscellaneous forms— 


Land and the structures thereon are 
not ordinarily exposed to transit perils 
which would bring them within the 
scope of transportation insurance. 
Nevertheless, insurance against prop- 
erty damage from aircraft or motor 
vehicles and insurance on bridges are 
written by inland marine companies. 


Recent OUTSTANDING DEVELOPMENTS 


Freedom of the marine underwriter 
from the strict regulation governing 
policy forms in certain other fields, as 
well as a disposition on his part to 
weigh the merits of each type of risk 
which is presented and work out for it a 
special type of contract, are quite ap- 
parent from the foregoing outline. If 
not abused, this situation makes for 
progress. But, as previously inti- 


mated, it also gave marine underwriters 


who were so disposed.an opportunity to 
write fire and casualty coverages with- 
out subjecting themselves to the more 
rigid, regulation and supervision pre- 
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vailing in those lines, by merely word- 
ing the contract so that-it insured some 
minor or fancied transportation peril. 
The situation became particularly 
acute in connection with the insurance 
of merchandise for chain stores and 
other organizations having retail 
branches, warehouses, and -other dis- 
tribution points in numerous places 
with a fluctuating value of stock at 
each. It, indicated, therefore, the de- 
sirability: (1) of adopting some uni- 
form definition of marine insurance 
which would indicate the breadth of 
the coverage which may be written, and 
mark a clear boundary between those 
forms of ‘protection which involve a 
transportation hazard and those which 
primarily fall within another group, 
such as-fire, tornado, or burglary; and 
(2) of the fire companies’ developing 
some system.of writing insurance on 
multiple location risks which would be 
less cumbersome than that in use and 
which would more flexibly meet the 
needs brought about by changes in 
merchandising methods. 


Definition of marine insurance— 


The problem of adequately defining 
the scope of marine insurance received 
special consideration at a meeting of 
the National Convention of Insurance 
Commissioners in the Fall of 1928, at 
which time the definition appearing 
in the Model Marine Insurance Act, 
‘adopted by Congress for the District 
of Columbia, was recommended to the 
various states for enactment into law or 
inclusion in the regulations of their in- 
surance departments. This was further 
interpreted by listing specifically cer- 
tain forms of insurance which should be 
regarded definitely as marine, and by 
enumerating various classes of property 
on which marine policies should not be 
written. This constituted an impor- 
tant forward step, as it supplied a 
means (though not a perfect one) of 


determining whether or not a particular 
policy represents an intrusion into the 
field of fire or casualty underwriting. 


Interstate Underwriters’ Board— 


In order to meet the legitimate fire ` 
insurance needs of modern business 
having multiple location risks and. 
at the same time to prevent further 
inroads by marine and unauthorized 
insurance carriers, the Interstate Un- 
derwriters’ Board was created in 1929. 
It is an organization of fire insurance 
companies which standardizes rules, 
rates, and forms and makes available a 
broad, flexible fire insurance contract 
on a reporting basis. It does not solicit 
or write insurance, and the rates which 
it furnishes are advisory, being based 


` upon the tariffs published by local rat- 


ing organizations. The forms which it . 
uses for interstate business can be writ- 
ten only for insureds. having five or 
more locations in two or more states; 
but various features of them were so 
advantageous that policyholders hav- . 
ing property at different locations in a 
single state desired a similar plan. Ac- 
cordingly, the Board codperated in the 
preparation of single state reporting 
forms which will cover two or more 
locations in more than one city or town 
in the same state. These have come 
into wide general use within recent 
months. They are under the jurisdic- 
tion of local rating bureaus: In con- 
nection with these developments, it is 
interesting to observe that a provisional’ 
reporting form of contract for covering 
fluctuating stocks at a single location 
has recently been introduced on the 
Pacifie Coast. All of which means that 
force of necessity has impelled fire 
underwriters to keep up with the needs 
of big business. : 

Even though the Interstate Under- 
writers’ Board adopted the definition of 
marine insurance, as well as the inter- 
pretation, to which reference was made 
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above, and at the same time modern- 
ized the writing of fire insurance on 
“multiple location-fluctuating value” 
risks, all the problems of overlapping 
into the fields of fire and casualty in- 
surance have not been solved. But 
the matter has been approached in a 
codperative spirit, and a joint commit- 
tee representing marine, fire, and 
easualty interests has been created in 
order to work out a solution. 


Inland Marine Underwriters’ Associa- 
tion— 

Another important development of 
recent years was the establishment in 
1930 of the Inland Marine Under- 
writers’ Association. The purposes of 
this organization are to develop and 
facilitate scientific and intelligent un- 
derwriting, to study and promote 
simplification and accuracy of rating 
methods and rate presentation, to 
harmonize rates and rating methods, 


to secure adoption of ‘suitable forms 
and clauses, to promote loss prevention 
measures, to prevent unfair practices, 
and in general to stabilize the condi- 
tions under which inland marine in- 
surance is written. 

Since it was not deemed isa at 
the outset to extend the Association’s 
jurisdiction over all inland lines, the 
classes of business immediately com- 
prehended by it were personal effects 
and/or tourist policies, personal jewelry 
and fur policies, parcel post policies 
(both certificate and open forms), and 
jewelers’ block policies: Extension to 
other classes is planned on the following 
basis: “Classes not susceptible to 
specific rating to be subject to formu- 
le rating, and such classes not sus- 
ceptible to formule rating to be 
subject to uniform clauses and policies 
where practicable and otherwise sub- 
ject to the Association rules and regu- 
lations.” 


David McCahan, Ph.D., who is now Assistant Pro- 
fessor of Insurance at the Wharton School of Finance 
and Commerce, as well as secretary and assistant dean 
of the American College of Life Underwriters, is the au-' 
thor of “State Insurance in the United States” and of 
numerous articles on state insurance, transportation in- 


surance, and life insurance. 


For a number of years 


Dr. McCahan was associated with the Chamber of Com- ` 
merce of the United States as assistant manager of its 


insurance department. 


Workmen’s Compensation Insurance’ 


By Wiuuiam LESLIE 


NSURANCE companies have found 
workmen’s compensation an ex- 
tremely -difficult line to underwrite 
satisfactorily. On the one hand, the 
nature and the amount of workmen’s 
compensation benefits paid by the in- 
surance companies are fixed by state 
laws as interpreted by state boards and 
commissions charged with the ad- 
ministration of the laws; and on the 
other hand, premium income is subject 
to regulation by other state authorities 
charged with the approval of ratés. 
- It is generally admitted that there is 
an increasing tendency toward liberal- 
ity in the attitude of state boards and 
commissions in making awards under 


the law, while the general tendency in’ 


connection with the functioning of 
many of our rate-regulatory bodies is 
to keep rates down to an inadequate 
level. . There is the further considera- 
tion that so far no means have been 
devised for predicting and evaluating 
future conditions affecting under- 
writing results; this has made the task 
of calculating rates for future periods a 
difficult one for the actuaries. As a 
result of operating under such condi- 


tions, the insurance companies have - 


suffered underwriting losses in the past 
eight years that are truly staggering. 
Let us examine some of the facts 
behind these general statements. In 
a memorandum addressed to the 
National’ Convention .of Insurance 
Commissioners in- June 1931, as a plea 
for increased rates it was pointed out 
in behalf of insurance carriers that in 
the eight-year period from 1923 to 


1930, the countrywide premium de-, 


‘ficiency had reached the appalling 
figure of nearly $145,000,000. The 


deficiency in rates underlying the 
premiums collected by the companies 
averaged 10 per cent a year for the 
period, the smallest deficiency for any 
single year being 6 per cent and the 
greatest bemg 16 per’ cent. These 
deficiencies have existed despite the 
efforts on the one hand to reduce losses 
through accident prevention work, and 
on the other to keep rates abreast of 
current cost conditions. The situation 
is without parallel in the entire history 
of insurance. Its gravity overshadows 
almost every other aspect of compensa- 
tion insurance. 


Interest EARNINGS AND 
UNDERWRITING Loss 


In some quarters there exists the 
belief that the interest earnings on the - 
funds held in reserve by the companies 
to meet their unearned premium and 
outstanding loss liabilities have largely 
if not entirely offset the losses sustained 
through underwriting. However, this 
belief is contrary to the fact. In a 
paper presented before the Casualty ` 
Actuarial Society,! Mr. B. D. Flynn, 
vice-president and actuary of the’ 
Travelers Insurance Company, has 
calculated that interest earnings on _ 
compensation reserves cannot. be as-` 
sumed to exceed 2.1 per cent of the 
compensation premiums. Independ- 
ent computations made by the Na- 
tional Council on . Compensation 
Insurance confirm this figure and lead 
to the conclusion that at best, interest 
earnings are about 2 per cent of the 
premiums. 

In both instances, the calculations 


1 Proceedings of the Casualty Actuarial Society, 
Vol. 14. 
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are based upon the assumption that’ 
rates are adequate and that the re- 
serves are set up out of the premiums 
collected for insurance. Without rais- 
ing the question as to the ownership 
of such reserves, it is only proper to 
point out that, with the known in- 
adequacy of rates, a large part of these 
reserves has been set up out of surplus, 
and therefore the interest earned on the 
portion of the reserves set up out of 
premiums has been much less than indi- 
cated in the foregoing computations. 
It thus becomes evident that the 
underwriting losses have not been 
‘offset to any appreciable extent by 
interest earnings, and that the com- 
panies have sustained a steady drain 
year by year on their resources. 


STATE REGULATION AND RATEMAKING 


With these facts before us, the 
question naturally arises as to the 
reason for this unusual condition. 
Probably the entire answer can be 
summed up in the statement that 
workmen’s compensation underwriting 
losses are the resultant of two forces: 
one, the social aspect of workmen’s 
compensation, which exerts a steady 
upward pull on the loss side; and the 
other, the economic or business aspect, 
which exerts an equally steady down- 
ward pull on the premium side. On 
the one hand, there is the natural 
tendency of state administrative bodies 
and courts to interpret laws liberally 
and to resolve doubts in favor of the 
injured workman or his dependents. 
On the other hand, there is the tend- 
ency of many state authorities charged 
with the approval of workmen’s com- 
pensation rates as to adequacy and 
reasonableness, to disregard their obli- 
gations as to the adequacy of rates, and 
consider their chief function to be that of 
minimizing or preventing rate increases. 

This attitude is generally due to the 
influence of the various organizations 
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representing employers. As a general 
principle, these organizations believe 
that the insurance carriers are entitled 
to a profit just as are other business 
institutions; but when justifiable rate 
increases are proposed which will result 
in individual employers having to pay 
increased premiums for their work- 
men’s compensation coverage, such 
organizations usually exert all the 
influence they can bring to bear in 
opposition to such increases, It is the 
exception which proves the rule, how- 
ever, and a few of these organizations 
are sufficiently representative of the 
real spirit of American business to 
codperate with insurance carriers and 
to support the necessary rate increases. 
Needless to say, the state authorities 
are ready to approve rate increases in 
such cases. 

The control exercised over rates by 
the state authorities has contributed 
to the unfavorable results in two ways. 
First, there has been the direct result 
occasioned by delay in approving rate 
increases, by the approval of only a 
part of the necessary increase, or by 
outright and complete disapproval. 
Secondly, there has been the indirect 
result which this attitude of the state 
authorities has had in shaping the 
ratemaking procedure of the insurance 
carriers. Considered from the view- 
point of the country as a whole, this 


. Indirect result has been of more im- 


portance than the direct result. The 

requirements of state authorities as to 

demonstrable proof concerning all rate 

changes have influenced the companies’ 
in the development of ratemaking 

programs which have produced inade- 

quaterates. But passing over the part 

played by the state authorities, either 

directly or indirectly, the plain fact is 

that loss costs have risen steadily, 

while premium rates have lagged. Let 

us give some consideration to the under- , 
lying causes of this situation. 
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Risine Loss Costs 


The elements influencing rising com- 
pensation loss costs are primarily as 
follows: 

1. The continued broadening of the 
scope and application of the compensa- 


tion laws through judicial interpretation , 


and the liberalization of the application 
of the laws in individual cases; 

2. The steady, year-by-year increase 
in the cost of furnishing medical and 
hospital attention; 

8. The rapid and continued increase 
in the introduction of labor-saving 
devices, frequently referred to as the 
mechanization of industry. 

The first of these has been discussed 
already and needs no further elabora- 
tion. The second, the rising medical 
and hospital costs, has been an ex- 
tremely important element in the 
situation. The National Council on 
Compensation Insurance has made 
some interesting and valuable studies 
of the trend of medical costs. The 
following exhibit shows the tendency 
toward an upward trend: 

TABLE J—Inpex Nompers or Mepica, Costs BY 
Years 1918 ro 1928 
(Medical Cost for 1918 Taken as Base) 




















poy Country “| East» |Central >| West e | South 4 
1918... 100 100 , 100 100 100 
1919... 115 114 117 106 105 

* 1920... 122 121 121 112 113 
1921... 141 142 133 126 127 
1922...|' 164 169 153 139 152 
1923... 167 172 155 140 158 
1924... 170 177 154 135 169 
1925... 178 185 160 139 173 
1926... 182 188 160 139 188 
1927... 183 191 159 143 183 
1928... 185 197 163 141 174 








a Connecticut, Maine, Maryland, Massachusetts, 
New Jersey, New York, Rhode Island, Vermont. 

b THinois, Indiana, Iowa, Kansas, Michigan, Minne- 
sota, Nebraska, South Dakota, Wisconsin. 

e oe Colorado, Idaho, Montana, New Mexico, 
Utah. 

> Alabama, Georgia, Kentucky, Louisiana, Okla- 

homa, Tennessee, Texas, Virginia. 
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Countrywide medical costs have 
shown a constant increase year by year. 
The rate of increase is, of course, not 
uniform in all sections, the trends in 
the East and the South showing sharper 
rises than in the Central and Western 
sections. 

A statistical proof of the effect of 


‘mechanization of industry upon com- 


pensation costs cannot be presented as 
simply as in the case of rising medical 
costs. Mechanization has affected 
different industries at different times 
and in different degree. Its influence 
upon compensation underwriting re- 
sults is due largely to the fact that . 
compensation rates are established for 
broad industrial classifications and are 
applied to pay rolls to obtain premium. 
Labor-saving devices generally elimi- 
nate the pay roll of workers engaged 
in the least hazardous operations, and 
in such cases the old average rate, 


developed from experience which in- 


cluded the pay roll for these less 
hazardous operations, is insufficient 
when applied only to the diminished 
pay roll. Moreover, in some cases the . 
new machines introduce hazards which 
were not present in the older methods, 
and thus increase the risk hazard still 
further. Of course, all mechanization 
does not produce this result, but un- 
questionably its general tendency is 
toward a constantly rising loss cost 
when measured in terms of pay roll. 
The irony of this situation, from the 
standpoint of insurance carriers, is that 
while the substitution of machines for 
men calls for higher rates per unit of 
pay roll, and thus meets with opposi- 
tion from employers and state authori- 
ties, the real cost of compensation 
insurance, when properly measured in 
units of finished product, is actually 
reduced. Employers have been ac- 
customed to view their compensation 
costs in terms of the rates charged per 
one hundred dollars of pay roll, whereas 


WorxMen’s COMPENSATION INSURANCE 


they might more properly consider 
them in terms of premium cost per 
unit of finished product. 


EXPENSE LOADING-—-DEFICIENCY 


The standard loading in the rates 
for servicing, administering, and ac- 
quiring the business is 40 per cent. 
While various types of participating 
carriers operate for less than this 
loading, mainly through low produc- 

- tion costs, the nonparticipating car- 
riers, all of which are stock companies 
acquiring business on the agency or 
combined agency and branch office 
plan, have found the 40 per cent allow- 
ance to be insufficient. This is demon- 
strated by the following exhibit which 
has been compiled from official reports 
made by nonparticipating stock com- 
panies to the New York Insurance 
Department. The exhibit shows not 
only the itemized basis upon which the 
standard loading is predicated, but 
also the percentages of premium which 
were actually used by the companies 
for these same identical items in each 
of the years 1923 to 1930, inclusive. 
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states. The most important element 
in tbis item is the state premium tax, 
which varies among the states. Ac- 
cordingly, the loading for taxes is 
determined separately for each state 
on the basis of the states own tax 
requirements. 

Production of business includes not 
only the commission paid to the direct 
producer but also the commission or 
other allowance for supervision in the 
field over the production of business. 
The customary producers’ commission 
is 10 per cent, and the customary 
allowance for field supervision is 7.5 
per cent, the combination of the two 
giving the total production loading of 
17.5 per cent. 

Passing over the items of taxes and 
production cost, which are fixed by law 
or custom, and for which the loading 
has been adequate over the years, it 
will be noted that the deficiency in 
loading for service and administrative 
items has ranged from .008 to .034. 
A startling observation is the absence 
of any loading for underwriting profit 
or contingencies. The rates for the 












































TABLE II 
Standard| Actual Countrywide Percentages of Premium Expended 
Item Country- by Nonparticipating Stock Companies 
wide 
Loading | 1923 | 1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 
Pake n EnA 025 .024 | .027 | .027 | .025 | .027 | .024 | .025 | .022 
Production of business....... 175 .179 | .177 | .172 | .170 | 178 | 177 | .181 | .185 
Service Items: 
Investigation and Adjust- 
ment of claims......... .080 .091 | .093 | .093 | .092 | .095 | .094 | .095 | .105 
Inspection and Accident 
Prevention EEEE nave 025 .034 | .028 | .029 | .026 | .027 | .026 | .028 | .029 
General administration and 
Pay roll audit............ 095 .093 | .094 | .091 | .090 | .098 | .095 | .097 | .100 
Total, sec ienes iiare -400 421 -419 | .412 | .403 | .415 | .416 | .426 | .441 














Taxes, although included at 2.5 per 
cent in the standard loading above set 
forth, are not applied uniformly for all 


other important casualty lines carry a 
loading of 2.5 per cent for profit, and 
in some of the lines a further loading is 
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added for contingencies. 
compensation rates formerly contained 
a profit loading, but it was voluntarily 
eliminated by the companies in 1920 
because of the abnormally profitable 
conditions in the business during the 
War and immediate postwar years. 
Their efforts to restore such a loading 
have thus far been unavailing. 


RATEMAKING Procepurr—Histrory 


The continued inadequacy of rates 
over a period of ten years reflects an 
unsatisfactory situation in connection 
with the ratemaking procedure. The 
fundamental error in ratemaking has 
been the failure to recognize and allow 
for the upward trend in loss cost. 

During the comparatively short 
period that we have had compensation 
insurance in the United States, the 
business has been marked by momen- 
tous upheavals that have been largely 
responsible for this situation. Almost 
simultaneously with the inauguration 
of the compensation principle in this 
country upon a comprehensive scale, 


Europe was plunged into’ the World: 


War. The resultant speeding up of 
industry in our own country brought 
rising loss costs far in excess of any 
anticipated or normal upward trend. 
Then, just as rates were brought to a 
proper level to cope with this unusual 
condition, the United States entered 
the War. Almost immediately the 
whole picture was reversed. Increased 
wages, magnified pay rolls under cost- 
plus contracts, over-manned jobs, and 
elimination of any incentive for malin- 
gering—all combined to bring about an 
‘ increase in premiums without a corre- 
sponding increase in losses. In conse- 
quence, rates were reduced in the fall 
of 1919 by some 25 per cent on the 
average. All increasing cost factors 
were abandoned and even the loading 
for profit was eliminated. - 

But once again there was a sharp 
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Workmen’s: 


reaction. The country .entered a 
period of depression, and almost im- 
mediately the favorable factors of the 
War and immediate postwar years 
vanished. Then followed a long and 
tedious struggle to restore rates to a 
point of adequacy—not merely an 
attempt to keep up with the normal 
trend of increasing cost, but a tremen- 
dous effort to regain the ground vol- 
untarily relinquished by the companies 
in the rate revision of 1919-1920. . 
Complicating the effort and adding to 
the difficulties of securing approval of 
adequate rates, has been the necessity 
of including from time to time increases 
in rates made necessary by amend- 
ments broadening the scope of the law 
or increasing the scale of benefits. 


RATEMAKING METHODS 


During the period from 1923 to date, 
several plans have been tried out in an 
effort to evolve a ratemaking procedure 
that not only would yield adequate 
rates, but also would meet with the 
approval of state authorities. At first 
a wage factor was introduced, upon the 
theory that accident frequency could 
be treated as constant if the wage 
level underlying the past experience 
could be measured and the resultant 
rates properly adjusted to fit the 
current wage conditions. However 
important this wage element may be, 
particularly during times of rapidly 
changing wage levels, it nevertheless 
was found impracticable in actual use. 
Without allowance for other elements 
that are responsible for changing loss 
costs, the wage factor frequently gave 
improper results. In addition, it was 
found to be extremely difficult to 
measure current wage levels in a 
sufficiently definite manner to satisfy 
employers and state authorities. 

The next modification in procedure 
was to provide for an annual correction 
of the rate level based upon the average 
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indications of the experience of the 
three latest years available. The only 
adjustment of the experience was to 
modify the indemnity losses to conform 
to any amendments to the law changing 
the benefit schedules, and to place the 
medical losses upon the cost level 
actually indicated by the medical 
experience of the single latest year 
available. This method, while simple 
and susceptible of ready demonstration 
to employers and state authorities, still 
lacked the one important feature which 
was necessary to make it thoroughly 
sound. It, like its predecessors, failed 
to recognize the existence of an under- 
lying upward cost trend. It was based 
upon the tacit assumption that no such 
trend exists—that cost variations move 
in cycles which always return to their 
old levels. But the facts have demon- 
strated otherwise, and further modifi- 
cations of the ratemaking procedure 
have been required. 

The medical and hospital feature was 
the first to be corrected. It had been 
‘hoped that the process of adjusting the 
medical costs of earlier years to the 
cost level of the single latest year avail- 
able would provide, in the long run, an 
adequate rate allowance. But the 
persistency with which the medical 
costs continued to rise made it evident 
that rates, to be adequate, must reflect 
the projection of the medical cost into 
the period during which the rates are 
to apply. During the latter part of 
1931, this projection of medical costs 
was introduced generally into the rate- 
making process. It was accomplished 
by carrying forward the known average 
medical increase to the period during 
which the rates were to be in effect. 


The trend was measured and probable 


future values determined by fitting a 
straight line to the medical loss ratios 
for the five latest years for which 
experience was available, separately 
for each state. 
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INDUSTRIAL Depression 


Simultaneously with ‘this introduc- 
tion of medical projection came the 
realization of the effect which the in- 
dustrial depression was having upon 
the experience of all carriers.. During 
any period of industrial depression 
there is a marked increase in the ratio 
of losses to premiums, due to the 
following factors: 

1. Falling off of pay rolls and there- 
fore of premium through reductions in 
wage scales and numbers of workers 
employed; 

2. Intensified effort on the part of 
reduced forces to accomplish the most 
possible, induced by the employers’ 
increased incentive to economy, which 
probably increases the hazard to the 
individual; 

8. The tendency of employees to try 
to realize the greatest pecuniary benefit 
possible from injuries sustained, be- 
cause they are already facing wage 
reductions and possible loss of em- 
ployment; 

4, A tendency on the part of in- 
dustrial boards and commissions to- 
wards liberality in interpreting the 
laws and making awards, due to the 
desire to mitigate the hardships inci- 
dent to the depression. 

Realizing that the conditions enu- 
merated above had created a serious 
emergency in the business of workmen’s 
compensation insurance, the carriers 
sought the coöperation of state author- 
ities in the introduction and the 
approval of an emergency program 
designed to meet the situation effec- 
tively. A memorandum was addressed 
to the National Convention of In- 
surance Commissioners for considera- 
tion at its sessions in Chicago in June 
1931, and the Convention by resolu- 
tion recognized the emergency con- 
fronting the companies and indorsed the 
need for immediate remedial action. 
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EMERGENCY PROGRAM ADOPTED . 


Immediately following this, the Na- 
tional Council adopted a countrywide 
program of emergency rate revisions. 
The increase by states was determined 
by processes which differed in some 
respects from the procedure which had 
been developed up to that time. In 
the first place, instead of establishing 
rate levels on the basis of the com- 
bined loss ratio experience of the three 
latest years available, the loss ratio for 
the latest policy year, 1929, was used to 
establish the level of indemnity cost to 
which the rates were keyed. (In 
states where the experience of 1929 was 
insufficient in volume, the loss ratio of 
1928-1929 or 1927-1928-1929 was used.) 
The medical loss ratio entering into the 
determination of rates was the antici- 
pated 1932 level as projected on the 
. basis of the state medical trend. And 
finally there was introduced a uniform 


intrease by states based upon an. 


emergency factor of 2.5 per cent in 
connection with the expense loading, 
which is equivalent to a fraction over 
4 per cent increase in rates. 

The inclusion of this last item as 
an emergency loading was due to the 
knowledge that the experience of policy 


workmen’s 
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year 1929 was more favorable than 
could be expected in 1981'and 1982. 


‘It represented: a judgment factor de- 


signed to bridge partially the gap 
between the known conditions under- 
lying the latest available past experi- 
ence and those which it was anticipated 
would prevail in the immediate future. 

The increase in each state calculated 
in accordance with the emergency 
program was filed to become effective 
September 1, 1931. As a result of 
increases approved in connection with 
the emergency program, the country- 
wide rate level was increased about 
11 per cent. 

While the so-called emergency pro- 
gram put into effect in 1931 is now 
looked upon as a more or less temporary 
expedient, it is hoped that the prin- 
ciples underlying certain features of 
this program may be retained in the 
ratemaking processes, to the end that 
emergencies may be avoided in the 
future. The full projection of medical 
cost is already an accepted principle; 
and the very nature of the business of | 
compensation insurance, 
making it impossible to predict future 
underwriting results, points to the need 
for the continued inclusion of a.con- 
tingency factor. 


Mr. William Leslie is associate general manager of 
the National Bureau of Casualty and Surety Under- 


writers. 


He is an Associate of the Actuarial Society 


.of America, a Fellow of the Casualty Actuarial Society, 
and a member of the American Statistical Association. < 


He was formerly Associate Professor of Insurance at 


the University of California, and has been active in the 


insurance field since 1911, 


Fidelity Insurance and Suretyship 


By Evwarp C. Lunt 


ORPORATE suretyship in the 
decade 1922-1931 developed re- 
markably as regards volume, variety, 
and value to the public. While in 
1921 about thirty companies collected 
premiums aggregating $21,000,000, in 
1931 about seventy companies collected 
$100,000,000. As to variety of cover- 
ages, the extension of the original lines 
and the development of new ones are 
shown clearly in what follows. More 
important and worthy of note is the 
third point—the fact that the value of 
corporate suretyship to society and its 
pivotal position in our economic system 
have been demonstrated and empha- 
sized in recent years. 

The collapse in security values in 
October 1929 that precipitated a gen- 
eral breakdown of business and finance, 
and the subsequent profound depres- 
sion, subjected the surety companies 
to a burning test. Gravely affected in 
every major line of activity, the com- 
panies have nevertheless continued to 
function, surmounting successive crises 
as conditions grew worse, and fulfilling 
all their obligations, albeit at terrific 
cost, under the multitudinous contracts 
outstanding when the crash came. 
Political bodies of every size and char- 
acter from the United States down, and 
unnumbered private beneficiaries of 
‘bonds, must realize now if they never 
did before how important and useful a 
part the surety companies play in times 
of business and financial stress. 


Various Surety Lines 
Fidelity insurance greatly broadened— 
Beginning our survey of the various 
surety lines with the oldest and one of 
the most important, the guaranteeing 


of honesty on the part of persons hold- 
ing positions of trust, it may be noted 
that about one fifth of the total pre- 
mium fund is still derived from this 
source. ‘The original practice of cover- 
ing only named persons in the instru- 
ment issued to the insured, while still 
largely followed, has been supple- 
mented in the last five years by a com- 
prehensive system of fidelity insurance 
whereby the entire staff of an employer 
is bonded in a uniform amount from 
the beginning to the end of the pre- 
mium year, regardless of intermediate 
changes in the personnel. These new 
“Commercial Blanket Bonds” and 
“Blanket Position Bonds” are in line 
with mass-production operations and 
the broadened vision generally of 
modern business. The premiums from 
these two new lines (not far from 
$2,000,000 in 1931) are mounting fast, 
and seem likely to expand indefinitely. 


Public official bonds— 


About & per cent of the total pre- 
mium fund is paid for the bonds which 
public officials must give, and which are 
conditioned that they will faithfully 
perform the duties of their office. 
Two or three developments in this line 
in the period under review may be 
noted. Corporate bonds, for example, 
have tended more and more to sup- 
plant the personal bonds that were 
formerly so largely written; and it is not 
unusual now for the political body con- 
cerned either to require corporate bonds 
absolutely or at least to prefer them 
and to pay their cost. Another point 
worth mentioning is that, while public 
official bonds have heretofore been 
deemed fidelity risks preponderantly, 
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the experience in recent. years has 
caused the other, incidental hazards to 
loom larger in the underwriter’s field of 
vision. ‘This comment applies particu- 
larly to the depository feature of pub- 
lic official bonds. The losses of the 
companies in that respect have been 
so heavy in the last two years that 
public officials have found it hard in 
many cases to procure corporate 
suretyship. 


- Fiduciary, judicial, and license and per- 
mit bonds— 

The bonds given by administrators, 
executors, guardians, and similar fidu- 
ciaries account for about 814 per cent 
of the total premium fund; and judicial 
bonds (given by litigants) make-up 
about 344 per cent. While personal 
bonds of these two types are still 
numerous in some parts of the country, 
particularly in connection with dece- 
dents’ estates, it can hardly be doubted 
that corporate bonds are preferred by 
every one, and it seems more than 


_ probable that they are slowly replacing 


the original form of suretyship. 

License and permit bonds, given by 
persons who wish to engage in certain 
kinds of business (e.g., auctioneers, 
junk dealers, or pawnbrokers) or to do 
certain things (e.g., to dig up a street 
or place building material on side- 
walks), constitute a minor line of 
suretyship but one of increasing im- 
portance. Whenever an abuse devel- 
ops or is foreseen as probable in the 
conduct of some common business more 
or less public in character—the opera- 
tion of a gasoline-filling station, for 
example—our lawmakers are likely to 
require a bond conditioned substantially 
upon fair dealing with patrons. This 
seems to be regarded as a neat and 
efficient way of safeguarding the inter- 
ests of the.public. The premiums in 
this line amount to about 4 per cent of 
the whole. ; 
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Contract bonds— 


Bonds guaranteeing the performance 
of construction and similar contracts 
constitute the largest and most im- 
portant division of the surety business, 
the revenue from this source approxi- 
mating one third of the premiums 
derived from all lines, Even when 
underwritten with care and skill, con- 
tract bonds may yield no profit if 
general business and credit conditions 
are bad; and for that reason few com-' 
panies have fared well in this line 
in the last quarter of the decade un- 
der review. In the division of com- 
pletion bonds particularly have the 
losses been heavy, because numerous 
projects, soundly conceived and highly 
promising at the start, came to 
grief in the subsequent general wreck- 
age of credit, finance, and realty 
values. 

Instability of the rate structure, 
moreover, has darkened the outlook 
for contract underwriters. While it is 
true in general that almost all surety 
companies charge uniform rates for 
bonds and have done so- consistently 
since the Surety Association was formed 
in 1909, the standard rates for contract 
bonds have been broadly shaded in 
recent years by several non-conference 
companies. Their aggregate writings, 
to be sure, represent only a small frac- 
tion of the total volume of this business. 
Their operations nevertheless have 
been unsettling and have contributed 
in no small degree to the difficulties of 
the general situation. Contract bonds 
for the most part run in favor of the 
public, and their cost is included in 
the contract price. It is not logical 
nor fair to competitive bidders and the 
public that the cost of the bonds should 
vary. How this undoubted evil shall 
be eliminated is one of the never-end- 
ing problems confronting surety execu- 
tives. G 
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Depository bonds— 


While the guaranteeing of bank 
deposits has long been an important 


branch of the surety business, in the. 


last year or two it has attained an un- 
happy prominence and has been the 
source of infinite anxiety to company 
officials. This is so, of course, because 
of the unprecedented wreckage of 
banks in recent months. For a long 
time prior to the Fall of 1930, bank 
failures were numerous and somewhat 
costly to the bonding companies; but 
the loss ratio up to that time was low 
as compared with the appalling record 
since then. Whereas in the years 
1914-1920 the average number of bank 
failures per annum was 65, more fail- 
ures than that occurred every month, 
with a single exception, between July 
1930 and December 1931, both months 
included. In the single month of Oc- 
tober 1931, 512 banks closed their 
doors. 

As regards most branches of the 
surety business, underwriting methods 
have not changed greatly in the decade 
under review. Yet it is true, generally 
speaking, that surety underwriting is 
better informed and more scientific now 
than ever before. This is surely the 
case as regards depository underwrit- 
ing. From the beginning of the busi- 
ness until a few months ago, depository 
bonds were written for the most part 
upon the basis of bank statements and 
the general reputation of the given 
banks. While the latest financial state- 
ment is still the primary and chief 
resource of underwriters, it is now 
thought necessary, in the case of all 
except very large banks, to supple- 
ment that information with authorita- 
tive data derived from sources outside 
the bank. Copies of the last bank ex- 
aminer’s report, complete lists of the 
securities held by the bank, and other 
intimate items of the institution’s 
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assets and liabilities must now, gener- 
ally speaking, be submitted to a surety 
company as a condition precedent to 
the issuance by it of a depository bond. 
It seems improbable that the surety 
companies will ever again guarantee 
bank deposits with anything like the 
liberality characteristic of their under- 
writing in the period 1905-1930. 


Bankers’ and brokers’ blanket bonds— 


This important branch of corporate 
suretyship has expanded fast in the last 
ten years. Starting from the zero 
point in 1915, American companies in 
1931 received premiums in this line 
aggregating about $18,000,000. In ad- 
dition, Lloyd’s underwriters in London 
collected in the United States from the 
same source a premium fund thought to 
be not far from $3,000,000. 

There are now nineteen basic forms 
of blanket bonds, varying greatly in 
the kind and the extent of insurance 
provided. The broader forms com- 
prehensively cover an infinite variety 
of risks. They suggest in that respect 


the tribute paid by Hooker to the law— 


“nothing being too great for it to un- 
dertake and nothing too small for it to 
consider.” No branch of insurance, it 
is thought, is more complicated, harder 
to understand and master, more beset 
with underwriting difficulties, or more 
mystifying to the average man. In a 
survey of current surety conditions 
published in January 1929, the present 
writer made a veiled reference to all 
this in the following guarded language: 


Evolutionary processes continued last 
year in the domain of bankers’ and brokers’ 
blanket bonds, and two forms, nos. 5 and 8, 
were materially changed, further complicat- 
ing a situation already sufficiently confused. 
If algebra may be trusted, the number of 
permutations derivable from the letters in 
the word “ecclesiastical” is. 454,053,600; 
but that number is trifling compared with 
the astronomical inconceivabilities of blan- 
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ket-bond permutations that an expert solic- 
itor can submit to a dizzy prospect from 
the myriads of basic forms, insuring clauses 
P, D, Q, and X, riders of endless variety, 
authorized letters of interpretation, tellers’ 
shorts and longs, and an infinity of other 
nebulous refinements and gratuitous mysti- 
fications. What some ‘of these textual 
bedevilments mean no man on earth knows, 
nor ever will know until, after years of liti- 
gation, some court of final resort unravels 
the mystery—and incidentally wrecks its 
tottering reason in the process. . 

If these remarks would show upon de- 


served. decomposition just the merest grain . 


of rhetorical exaggeration, .it is still clear 
that the whole blanket-bond structure re- 
quires replanning and simplification, to the 
end that its various forms and combina- 
tions may become codrdinate, harmonious, 
logical, and intelligible—intelligible, that is, 
to an average doctor of laws or similar 
intellectual giant, and not merely as now to 
half a dozen surety Einsteins. 

The situation thus faintly portrayed 
is universally admitted and deplored, 
but it has seemed to be impracticable 
to improve it. Keen competition on 
the part.of London has had something 
to do with it, and there is some reason 
to hope for a degree of coöperation 
hereafter in that quarter. On October 
26, 1931, our English friends had the 
pleasure of sending their check for a 
clean $2,000,000 to a Chicago bank in 
settlement of a blanket-bond loss; and 
if the loss had been discovered a little 
sooner, the check would have been 
made out for $3,000,000 instead of 
$2,000,000,-the total loss having much 
exceeded the former amount, and the 


bank having reduced its insurance by | 


$1,000,000 a short time earlier in order 
to save $2,500 on the premium (ex- 
pensive economy!). 


Forgery insurance— 

Losses due to dishonesty evidenced 
in the form ‘of forgery have always 
been covered under ordinary fidelity 
bonds, but general forgery insurance, as 
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comprehensively written today, was 
all but unknown ten years ago. The 
progress made in this field of insurance 
(for it is that rather than suretyship) 
constitutes dne of the outstanding 
achievements of the decade under 
review. Losses aggregating several 
hundred million dollars (no close ap- 
proximation of the actual amount being 
confidently statable) are sustained in 
this country every year by individuals, 
business houses, and banking institu- 
tions because of the forgery of checks, 
notes, and the like; and the indemnifica- 
tion of such losses has become an im- 
portant branch of insurance. If we 
include in the count, as we fairly may, 
Insuring Clause D of bankers’ blanket 
bond, form 8, six special contracts of 
forgery insurance may be issued to 
banks; and several more are available 
to the general business public. The 
annual premium fund accruing from 
this source was recently stated in a cir- 
cular issued by a bonding company as 
$6,000,000.. The statement was criti- 
cized as erring on the side of optimism; 
but the figures are fairly consistent with 
official records, and it matters little 
anyway, because a short lapse of time 
will transmute the exaggeration (if it 
be one) into a finding’ of Euclidian 
precision. 

Several of the forgery contracts, as 
indicated, are sold exclusively or chiefly 
to banks; and they have surely proved 
to be “a very present help in trouble” 
to such institutions. The charge for 
Insuring Clause D has been advanced a 
number of times and may still be too - 
low. Forgery losses, indeed, under 
blanket bonds now outnumber those of 
any other classification in the long 
description of blanket-bond claims, 
“misplacement” losses having thus 
been forced out of that proud posi- 
tion. 

Business houses in general, as well as 
banking institutions, have benefited 
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from the remarkable development of 
forgery insurance. The “Depositors’ 
Forgery and/or Commercial Forgery 
Policy,” for example, a standard form 
promulgated by the Surety Association 
May 27, 1931, provides comprehensive 
protection for both incoming and out- 
going checks and similar instruments. 
The policy serves a useful purpose and 
adds another important item to the 
many that insurance has contributed to 
the safe and orderly conduct of busi- 
ness. 


A DISTRESSING STATISTICAL EXHIBIT 


It cannot be said that the problems 
of the surety companies’ have become 
fewer or less serious in the period under 
review. Those problems are inti- 
mately connected with general business 
and financial conditions, and bad 
developments in the latter are a certain 
forerunner of the former. It is not 
surprising, therefore, that the terrific 
depression of the last two years has 
alarmingly reduced the capital re- 
sources of the surety companies. Of 
thirty-three important companies re- 
porting to the United States Treasury 
Department, not one, when allowance 
is made for new capital contributions, 
showed on June 30, 1931, a combined 
capital and surplus larger than that 
reported on the same date in 1929. 
The decreases ranged from about 
$100,000 to more than $8,000,000, the 
average decrease for the thirty-three 
companies being almost $2,400,000. 
This disastrous exhibit—a 34-per-cent 
_ loss of capital in two years—was due 
very largely, of course, to the extraor- 
dinary slump that occurred in secu- 
rity values within the period; but 
underwriting losses also contributed 
heavily to the deplorable result. 


COMPETITION 


Almost all the companies doing an 
important surety business are now, and 
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have been throughout the last decade, 
“Conference” companies; that is, they 
have all used the rates recommended 
by the Towner Rating Bureau and have 
all been members of the Surety Asso- 
ciation of America. Though the com- 
panies have thus charged the same rates 
(with rare and negligible exceptions) 
for the same product, and have con- 
sistently observed the considerable 
body of rules and regulations laid down 
by the Surety Association and intended 
to keep the companies on an even basis 
in their quest for business, it does not 
in the least follow that competition has 
been absent. Quite the contrary is 
true. As everybody knows, the sev- 
enty companies (roughly) now oper- 
ating compete zealously, not to say 
with abandon, in every branch of the 
business. 

Partly perhaps because the business 
is so difficult and the need of help from 
any quarter so apparent, the competi- 
tion of the companies stops at the 
point where the risks are once landed. 
The companies go after their quarry 
ruthlessly and with no consideration 
for each other, but it is also true that 
the company executives and staffs are 
friendly in their personal relations and 
are highly codperative in movements 
designed to solve common problems 
and to improve conditions generally. 
In this respect the Surety Association 
of America and the Rating Bureau 
have contributed to the stability and 
success of corporate suretyship in a de- 
gree hard to overestimate. Most of 
the constructive developments of the 
business, indeed, have come about 
from the whole-hearted codperative 
work done by busy executives and 
underwriters in Association and Bu- 
reau meetings and especially in com- 
mittees appointed at such meetings. 
The rules and traditions of the Associ- 
ation, the tactful, impartial, and 
efficient conduct of the Bureau, and the 
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splendid spirit of coöperation and help- features of corporate suretyship for 
fulness characteristic of the personnel- many years, and were never more in 
of the business have been outstanding evidence than thèy are today. 


Mr. Edward C. Lunt, member of the New York bar, is 
. vice-president of the Great American Indemnity Com- 
pany, New York City. He is the author of a compre- ' 
hensive treatise on surety underwriting, “Surety Bonds,” 
and has written many articles for insurance publica- 
tions on topics concerned with corporate suretyship. 
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Tendencies in the Insurance of Aviation Hazards 


HE general term “aviation insur- 

ance” has come to mean those 
insurances which cover the hull and 
liability hazards of air transportation, 
and for which special underwriting 
facilities have been organized. Such 
hazards as hangar fires and aircraft 
damage to one’s own property are 
covered by the policies issued by non- 
aviation . underwriters. Workmen’s 
compensation insurance theoretically 
should be in this class, since standard 
atronautic classifications have been 
established. However, because of the 
fact that workmen’s compensation 
insurance is usually an “accommoda- 
tion line” and must be accompanied by 
some other more profitable business, 
such as public liability or property 
damage, its underwriting is commonly 
confined to organizations. specializing 
in aviation insurance. : 

The general classification of personal 
hazards must be excluded, at least 
partially, from the term “aviation in- 
` surance.” The personal accident haz- 
ard is customarily covered by the 
general accident insurance fraternity. 
This is especially true of the occasional 
fare-paying passenger hazard. The 
regular policy clauses have often been 
worded so loosely that they have in- 
advertently included also the flying 
activities of men actively engaged in 
the aviation business. 

The personal coverage issued by life 
insurance companies is of course the 
most important, because of the perma- 
nence and the completeness of its pro- 
tection. Noneofthedistinctly aviation 
“insurance organizations have gone 
farther than to issue cancelable, yearly 
‘term insurance covering death from the 
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aviation hazard only. Pilots and 
others interested in obtaining more 
permanent protection have therefore 
had to turn to the life insurance com- 
panies, which have entered the field 
most hesitantly and unwillingly. These 
companies also have often discovered 
that they have unknowingly extended 
coverage to distinctly aviation risks. 
While there are a few life insurance 
companies which have deliberately 
sought aviation business, few if any of 
them have dignified it by the establish- 
ment of a separate organization. Its 
study and treatment have been con- 
sidered a necessary part of the general 
work of the various individuals analyz- 
ing and handling substandard risks. 


“AvIATION INSURANCE” 


Aviation insurance, then, is the as- 
sumption by specialized underwriters 
of such property hazards incident to 
the operation of aircraft as accidental 
damage (crash), fire, windstorm, theft, 
and mooring and land damage. The 
liability hazards include public liabil- 
ity, passenger liability, property dam- 
age, employer’s liability, and workmen’s 
compensation, as well as airport liabil- 
ity. It should be noted that passenger 
liability protection is still written 
separate from public liability, partly 
because of historical reasons, but 
largely because this hazard is different 
from the public liability hazard and is 
still very much of an uncertain propo- 
sition. The few statutory and court 
guides are generally ambiguous or in 
conflict with one another. 

The vacillating and often disinter- 
ested attitude of insurance companies 
toward the aviation hazards caused the 
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development of a group of specialists in 
the placement of aviation risks. These 
brokerage firms often enjoyed ‘an ad- 
visory relationship to the underwriters 
which sometimes extended to the prac- 
tical dictation of rates and policy condi- 
tions. This condition is not unlike 
that which has existed at times in 
marine insurance. Aviation insurance 
brokers extend their activities into the 
life insurance field, where their spe- 
cialized knowledge has often enabled 
them to obtain coverage which has 
been. or would have been denied to the 
companies’ full-time agents. Their 
relative importance, however, is bound 
to decrease with the inevitable tend- 
ency toward self-insurance of the large 
competitive lines and the standardiza- 
tion of coverage for individual risks. 

Aviation insurance had its real be- 
ginning in 1926, when the Independ- 
ence Companies of Philadelphia began 
their aviation underwriting activities. 
That is, it had its beginning then as an 
institution of some importance to the 
fields of aviation and insurance in the 
United States. There had been numer- 
ous attempts to establish this business 
immediately following the World War, 
but they were discouraged by high loss 
ratios, although the amounts involved 
- were relatively small. 

The Independence Companies fol- 
lowed the procedure which the experi- 
ence of the last five years has indicated 
to be the sounder one. They ap- 


pointed as aviation underwriting agent, ` 


a man with extensive aviation training. 


DEVELOPMENT OF UNDERWRITING 
COMPETITION 


Competition among the underwrit- 
ing agents was very keen from the 
moment the Wm. H. McGee affiliates 
(Transportation Insurance Compan- 
ies) early in 1928 broke the virtual 
monopoly enjoyed by the Independ- 
ence Companies. This monopoly was 
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largely the result of the complete 
control of the European reinsurance 
market (notably. aviation minded 
members of Lloyds of London) by 
Horatio Barber, the Independence ` 
Companies’ underwriting agent. It 
was reported at that time that over 80 
per cent of each risk was reinsured 
abroad. 

In the same boom year the United 
States Aviation Insurance Group was 
formed. It consisted of four casualty 
companies—the Maryland, the New 
Amsterdam, the New York Indemnity, 
and the United States Fidelity and 
Guaranty; and four fire insurance com- 
panies—the National Union, the North 
River, the Pacific, and the United 
States Fire. The actual underwriting 
is done by the United States Aviation 
Underwriters, Inc., and each risk is 
prorated among the various companies 
in the pool. This underwriting man- 
agement company is operated by two 
ex-aviators, one of whom has had ex- 
tensive brokerage as well as flying 
experience. Such a combination ap- 
pears to be a happy one, because these 
underwriters have enjoyed an increas- 
ingly important position in the field. 

At the end of the year 1928 another 
marine insurance group followed the 
McGee initiative. Its underwriting 
is done by the Associated Aviation 
Underwriters, and although there are a 
number of essentially fire and casualty 
insurance companies in the pool, the 
organization throughout shows the — 
marine influence. This is natural in 
view of the fact that it is jointly 
controlled by Chubb and Son and 
the Marine Office of America, both 
predominantly marine insurance estab- 
lishments. Some of the original fire- 
marine companies in this group are the 
Federal, the Merchants, the Alliance 
Assurance, the London, the Marine, 
the Sea, the American, the American 
Eagle, the Continental, the Fidelity- 
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Phenix, the Firemen’s, the Glens Falls, ` 


and the Hanover. The original cas- 
ualty companies are the United States 
Guarantee, the Merchants Indemnity, 
and the Glens Falls Indemnity. 

In the Fall of 1928 Horatio Barber 
was instrumental in the organization of 
the Aëro Underwriters Corporation, a 
holding company organized to control 
the newly created Aëro Insurance Com- 
pany and Aëro Indemnity Company as 
well as the underwriting company of 
Barber and Baldwin, Inc. Before the 
end of the year, Barber and Baldwin, 
Inc., extended their underwriting facili- 
ties to the Aéro companies and later to a 
number of others, notably the Liverpool, 
London and Globe. These compan- 
ies are known as the “Barber Group.” 

Shortly thereafter the Independence 
Companies severed their relations with 
Barber and Baldwin, Inc., and placed 
their underwriting under the super- 
vision of one of their own vice-presi- 
dents. He was later assisted by the 
aviation-trained underwriter of the 
Transportation Insurance Companies 
when the latter organizations ceased 
their aviation insurance activities in 
the face of the terrific competition of 
1929. The Independence Companies’ 
new type of underwriting combination 
was short-lived. They ceased to un- 
derwrite aviation risks in December 
1930, leaving the field to the three 
dominant groups which are generally 
referred to as “the U. S.,” “the As- 
sociated,” and “Barber and Baldwin.” 
These terms indicate the extinction of 
company identity and the domination 
of the underwriting agents in the minds 
of those concerned with aviation in- 
surance. The groups represented by 
these agents have changed their com- 
plexion during the four odd years of 
their existence. Some companies have 
dropped out, but the companies joining 
the various groups have far more than 
offset the withdrawals. 
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Mention should be made of two other 
organizations more or less active in 
aviation insurance—the National Con- 
tinental Aviation Insurance Associa- 
tion and the Travelers. The former 
has never been taken seriously by those 
placing aviation risks, because of the 
great amount of time, deliberation, 
caution, and red tape involved in its 
consideration of a risk. A highly com- 
petitive insurance market has little 
patience with such an “actuarial atti- 
tude,” with the result that the under- 
writings of this group have been an 
insignificant part of the estimated total 
premium of four million dollars in 1981. 

The Travelers, however, present a 
different and a unique picture. They 
have underwritten aviation risks prac- 
tically continuously since 1919, con- 
fining their activity during the greater 
portion of this period to the “cream of 
the business,” the liability lines; and 
for a number of years they further 
limited these writings to the risks of the 
few sounder brokers whose under- 
writing ideas were safe to follow. 
During the last two years they have 
extended their activities intermittently 


‘to the hull coverages of crash, fire, 


windstorm, and theft. Their vacillat- 
ing policy toward the acceptance of 
these lines, however, leads to the belief 
that the loss ratios have not been all 
that was desired. This probably ex- 
plains why they have postponed for 
over two years the drawing up of a hull 
policy and have contented themselves 
with the use of an automobile policy 
indorsed: to adapt it to aviation risks. 
Their aviation liability policy is the 
oldest and has undergone fewer changes 
than any other, in spite of the fact that 
it is most liberal. 


Earty Unperweririne DIFFICULTIES 

There are some who maintain that 
the main trouble with the business to- 
day is that those doing the greater part 
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of the underwriting are essentially 
aviators and not insurance men. This 
has at least an element of truth in it. 
However, the simple tests. of survival 
through strenuous competition and of 
present relative strength among under- 
writers indicate the wisdom of giving 
dominant underwriting control to avia- 
tion judgment. Such control, of course 
should be subject to constant advisory 
contacts with men of broad insurance 
experience. f 

The rapidity of the developments in 
the field of aviation itself indicates the 
importance to an underwriter of a broad 
knowledge of this subject. The growth 
of interest following Lindbergh’s flight 
resulted in the pouring of unprece- 
dented amounts of speculative capital 
into the aviation industry. This de- 
stroyed the former healthy condition of 
slow development. Flying schools 
soon dotted the countryside. Each 
school vied with all others for honors in 
turning out pilots.in the shortest pos- 
sible time. An extreme case was one 
in the vicinity of New York which took 
a number of girls from different walks 
of life, started their training in the 
morning, and had them “soloing” by 
nightfall. 

The Aéronautics Branch of the De- 
partment: of Commerce, organized 
under the Air Commerce Act of 1926, 
did wonders in creating regulations to 
control the many developments. How- 
ever, there was always a decided lag 
between development and regulation. 
During this lag the underwriter was 
called upon for rare judgment and in- 
tuition in selecting the good from the 
bad. The situation was made more 
difficult by the constant pressure 
brought to bear on home office officials 
by powerful, commission-hungry gen- 
eral agencies which are the bane of 
sound underwriting. 

Typical of the concrete problems 
that had to be met are the increasing 
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size and speed of aircraft, and the in- 
sistence on a railroad schedule basis for 
mail and passenger carrying. The 
latter resulted in an unhealthy empha- 
sis on, “time in the air” as a determi- 
nant of pilots’ gross pay, which was 
responsible for much unsound flying 
and numerous death, injury, and 
property claims. Insurance and Gov- 
ernment pressure finally relieved this 
situation. It is probably remarkable 
that of the various underwriting groups’ 
only the Transportation Insurance 
Companies ceased activities in the 
midst of this trying period. This is 
particularly worthy of note in view of 
the unsoundness of much of the com- 
petition that prevailed. 


Current PROBLEMS 


"A survey of the subject of aviation 
insurance five years ago disclosed the. 
fundamental problems ahead to be: 
“ (1) correct, interpretation of past ex- 
perience; (2) liberalization of policies; 
(3) foreign control; and (4) reinsurance 
needs.” It was anticipated that “in 
such a dynamic field other problems 
will doubtless develop as the under-’ 
writings increase, but these must be 
met at the outset.” It was thought 
that active, free competition would 
solve most of these. This has been the 
case with the last three. 

Policy forms have been subject to - 
almost constant change as the result of 
the demands of aircraft operators 
through their brokers. At first these 
changes were effected by indorsement 
and were available only to those who 
demanded them. The majority of the 
underwriting groups, however, have 
each issued two or three markedly | 
changed forms during the last three 
years. A typical illustration of a 
drastic change is the practical elimina- 
tion from one group’s policies of the 
detailed warranties of the assured 
which were such an outstanding. fea- 
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ture of early policies. The general 
warranty that the assured will act 
prudently at al times has been 
substituted. 

The specter of foreign control of the 
aviation insurance market disappeared 
with the organization of pools which 
were predominantly American. The 
members of Lloyds of London and 
other foreign insurers are still a factor 
but do not enjoy a dominant position. 
It is probable that they could be elimi- 
nated entirely if this were thought to 
be the expedient thing to do. 

The formation of American pools 
has likewise solved the reinsurance 
problem. Occasionally it is difficult to 
place immediately risks involving great 
concentration of hazard. Typical il- 
lustrations are the insurances of the 
hull and passenger liability hazards of 
the large 32-passenger Fokkers used by 
the Western Air Express and the 42- 
passenger Sikorskies used by the Pan- 
American Airways. The ever present 
threat of competition, however, has 
made the underwriters find ways to 
extend their facilities. The former 
insistence on partial self-insurance of 
such risks has practically disappeared, 
although it is encouraged by sub- 
stantial rate reductions. 

As for the first problem noted five 
years ago—correct interpretation of 
past experience—competition has 
solved the aspect of it that was appar- 
ent then, but has created a new aspect 
which is fraught with danger. It was 
feared then that the underwriters 
would be too mindful of the disastrous 
loss ratios of the companies in the post- 
war National Aircraft Underwriters 
Association, and would not reduce 
rates as the hazards were reduced by 
better equipment and organization. 
This fear has proved to be groundless. 
There have been very few periods in 
the last four years during which under- 
writers could confine their attentions to 
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the nature of the hazards involved. 
The rates set have been practically al- 
ways strongly affected by the degree of 
cutthroat competition among under- 
writers that was prevailing at the mo- 
ment. This is especially true when the 
insurance for large air lines is being 
negotiated. It is a more or less natu- 
ral condition where the amount at risk 
may run into the millions and the 
premiums into hundreds of thousands. 

There are numerous instances of and 
attempts at direct underwriting of 
these large lines. A number of years 
ago, the officials of one air line were 
told by one underwriter that they 
could name their own rates if they gave 
the business to him. The folly of this 
as a long-run policy is admitted even by 
those who engage in it. Some type of 
coöperation among underwriters is 
inevitable unless the strongest group is 
able to carry on until a monopoly 
naturally results. This is hardly con- 
ceivable in view of the strength back of 
some of the units involved, unless some 
of the stronger ones decide that “the 
game is not worth the candle.” . 

As in other branches of insurance, 
the underwriters themselves feel that 
the large lines are the danger points. 
The premiums are whittled down by 
competition, and self-insurance is a 
natural though gradual phenomenon. 
This anathema to insurance men is al- 
ready making itself felt. As a result of 
this feeling and situation, underwriters 
have sought economical means of build- 
ing up premium volume from small 
risks. It was said during the pros- 
perous years that the experience on 
these was very satisfactory. The diffi- 
culty of this solution at present is that 
there are very few individual flying 
units in operation. As business condi- 
tions improve, however, this should be 
an increasingly important field for 
those underwriting agents allied with 
extensive agency organizations. 
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INSURANCE OF THE PERSONAL HAZARD 


Life insurance companies have been 
forced to interest themselves in the 
aviation hazard whether they cared to 
or not. For a number of years they 
appeared to adopt a disinterested atti- 
tude. Eventually they discovered that 
they were paying numerous claims 
arising from aviation accidents in spite 
of their efforts to keep up the bars 
against this type of substandard risk. 
One company paid in two years almost 
a hundred and fifty claims, amounting 
to over a third of a million dollars. 
One half of these claims arose from per- 
sons in the aviation industry, despite 
the fact that this company was never 
known as one actively interested in in- 
suring aviation risks. 

A complete consideration of the 
present development of the insurance 
of the personal hazard should involve 
an examination of the practices of life 
insurance companies and of personal 
accident insurance companies in regard 
to various classes of individuals. Any 
such classification should segregate 
members of the airplane crews, owners 
of airplanes used for pleasure, persons 
flying as non-fare-paying passengers 
(employees of air transportation or 
allied companies, and such), and per- 
sons occasionally flying as fare-paying 
passengers. 

- The last-named group are not usually 
penalized, even by accident insur- 
ance companies which issue noncancel- 
able accident and health, insurance. 
They give full protection to fare-paying 
passengers if the flying is done on 
licensed planes with licensed pilots, 
operated by common carriers over 
regularly established routes. The life 
insurance companies are not so con- 
sistently liberal with the accident 
features in their policies. Over 75 per 
cent of those investigated refuse double 
indemnity and over 10 per cent refuse 
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disability payments if death or injury 
results from any aéronautic activity. 

The majority of the life insurance 
companies accept without extra pre- 
mium, persons who occasionally fly as 
fare-paying passengers. Some com- 
panies, however, attempt to discrimi- 
nate even among these fare-paying 
passengers by questioning the appli- 
cant in a supplementary questionnaire 
as to the number of times he has flown 
and expects to fly annually. This 
seems rather foolish, because it is dif- 
cult to check up on previous flying ac- 
tivity, and an applicant will naturally 
favor : himself in estimating future 
flights. There are companies which 
go even farther than this and set up an 
extra premium scale based on the num- 
ber of flights taken or to be taken. It 
is hard to believe that the actuaries of 
these companies are as naive as the 
company practice indicates. 


UNDERWRITING THE PrLor HAZARD 


The real problem lies in the treat- 
ment of the various types of regular 
flyers. These all shade off in hazard 
from the professional pilot. There are 
certain exceptions which are greater 
risks, such as members of various 
military units and the very occasional 
flyers of obsolete sport equipment. 

Those interested in the details of the 
problem of underwriting regular pilots 
should examine the October 1931 report 
of the Aviation Committee of the 
American Life Convention on “A 
Rating Method for Underwriting Avia- 
tion Pilots.” A number of interesting 
points are disclosed in this analysis of 
the committee’s statistical studies ex- 
tending those begun by the Actuarial 
Society of America. 

Numerous studies have been made 
regarding the attitude of specific life 
insurance companies toward pilots and 
other persons interested in regular fly- 
ing. The majority of these studies 
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have been carried on by means of ques- 
tionnaires. As usual, unsatisfactory 
results were obtained both from the 
standpoint of completeness and that of 
aceuracy. The main quarrel with 
these studies is that in many instances 
companies are indicated as being will- 
ing to “write” or “consider” aviation 
risks and when the best types of risks 
are actually presented to them, they 
are consistently declined. This has 
happened so often before, between, and 
after these surveys that the generaliza- 
tion is a safe one. 

Among the companies which have 
shown some activity in considering 
regular flyers are the Canada Life, the 
Connecticut General, the John Han- 
cock, the Lincoln National, the Mutual 
Life, the Peoria, the Prudential, the 
Sun Life, the Travelers, and the Union 
Central. 


Tue Aviation EXCLUSION CLAUSE 


A compromise of indeterminate merit 
has been offered to regular flyers by a 
number of life insurance companies and 
has been allowed in a majority of the 
states. This involves the insertion in 
life insurance policies of a clause read- 
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ing somewhat as follows: “Death as a 
result of service, travel, or flight in any 
species of air craft, except as a fare- 
paying passenger, is a risk not assumed 
under this policy; but, if the insured 
shall die as a result, directly or indi- 
rectly, of such service, travel, or flight, 
the company will pay to the beneficiary 
the reserve on this policy.” 

The use of this rider allows the 
granting of insurance at standard rates 
even to pilots engaged in the hazardous 
occupation of testing new types of 
airplanes. However, it has all the 
shortcomings advanced against the use 
of the lien system of handling sub- 
standard risks. Cancelable aviation 
accident insurance does not fill the 
gap. 

As a temporary expedient, the rider 
is a real contribution. Its advantages 
will be nullified, however, if it encour- 
ages life insurance companies to limit 
the efforts which are now being made 
to analyze the flying hazard in order 
to grant complete protection. The 
demand for such protection is growing 
every year, and it is the task of the in- 
surance companies to meet it as soon 
and as completely as possible. 


Stephen B. Sweeney, Ph.D., is Assistant Professor of 
Insurance at the University of Pennsylvania. He is 
the author of “ The Nature and Development of Aviation 
Insurance” (1927) and a consultant, particularly in 
the local and international insurance problems of the 
Pan-American Airways System. 


Unemployment Compensation in the United States 
l By C. A. Kune 


HERE is hardly today a respon- 
sible person who does not believe 
that something must be done about 
unemployment, but there is far from 
general agreement on what that some- 
thing shall be. One group wants to 
leave the job to management, another 
to the banks and their control of the 
credit system, a third to government 
„and to public works, and a fourth to 
a greatly expanded system of labor 
exchanges.: We are here concerned 
immediately with only one type of 
proposal, unemployment compensa- 
tion, but these others are so intimately 
related to it that to insure perspective 
their general nature must briefly be 
sketched. Most of the present dis- 
cussion as to which proposal is best is 
a vast waste of time, for nearly without 
exception the proposals are not com- 
petitive, and in fact are essentially 
eomplementary. 


UNEMPLOYMENT PROGRAMS 
CONSIDERED 


We know surprisingly little about the 
causes of unemployment, but the little 
we know warns us not to expect that 
any one of these proposed approaches 
can eliminate unemployment, or even 
considerably minimize it. For exam- 
ple, the. seasons and their influence 
on the demand for goods, real and 
stimulated, physical or only habitual, 
are estimated to cause at least one half 
of our total unemployment. The pro- 
posal most likely to prevent this kind 
of unemployment is one involving man- 
agement and attempts at stabilization. 
The fact remains that when we add up 
the list of managements conspicuously 
successful in stabilizing seasonally, we 


have a baker’s dozen, every one 
of them manufacturing standardized 


‘goods like soap or men’s hats, or quasi- 


monopoly products. Certain sobering 
considerations, moreover, discourage 
us from expecting that in the future, 
management generally.will follow the 
Dennisons, the Procter and Gambles, 
and the Knoxes. One is that out- 
standing management is as rare as 
outstanding vocal ability or states- 
manship. We may, by one means or 
another, encourage management to 
broader policies, but management alone 
is hardly the way out. As business 
is now organized, it is clear that the 
reward for stabilization is either not 
high enough or not obvious enough. 
It is a fact also that, unfortunately, a 
great deal of individual stabilization 
means net social destabilization: Cre- 
ating a new line to manufacture in 
your off season may be a fine thing 
for your own production curve, but 
where does the new business come 
from? If it comes from a competitor, 
the net effect on employment may well 
be zero or even less than zero. For a 
second cause of unemploynient, the 
cyclical oscillation of business, it is not 
reasonable to expect from management 
even as much as is expected of it in 
combating the seasons. 

We must pass over detailed. discus- 
sion of the other general programs we 
have listed. Essentially like the. man- 
agement program, they: all aim, in 
greater degree or less, at prevention of 
unemployment—-an admirable objec- 
tive and one calculated to appeal to 
American precedent’ and prejudice. 
All of them presume—sometimes they 
promise—that once in operation, the 
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need for unemployment indemnity will 
be over. But—remembering our pres- 
ent hurts and bruises—what can we 
reasonably expect the bankers to do, 
for instance, with the business cycle? 
With the seasons? And with tech- 
nological changes, which in individual 
businesses are generally the result of 
good management? What can we ex- 
pect them to do with archaic methods 
of hiring and firing, and other stigmata 
of management that is not good? 

It is precisely here that unemploy- 
ment indemnity or compensation may 
qualify as a distinctive approach to 
the problem. It takes for granted— 
making every allowance one cares to 
make—a stubborn fact: the perma- 
nence of instability and unemployment 
in American business. It is a realistic 
approach, but it can perhaps be made 
vastly more so, for in its more ambi- 
‘tious forms it proposes to hitch to 
indemnity a collateral program which 
will stimulate and pay for every pos- 
sible means of prevention. No other 
proposal aims at both objectives. 
Compensation naturally is not, and 
should never be, an exclusive program; 
the imposition of a financial burden 
makes logical and necessary the mar- 
shaling of every agency to minimize 
that burden. Particularly it might 
be used—as for industrial accidents— 
to encourage management to eliminate 
instability to its utmost. After years 
of argument that the proper way to 
treat industrial accidents is to prevent. 
them rather than pay for them, the 
world has concluded it will have to do 
both—that the two functions are not 
antagonistic but actually support each 
other. It need not concern us at the 
moment that in one case management 
can perhaps be held more to blame 
than in the other. In both cases it is 
agreed that management is probably 


closer to causes than any other group. | 


It appears reasonable to use manage- 
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ment, therefore, to forward prevention 
activities, even though all or part of the 
actual money burden of indemnity 
may be placed elsewhere. 


Is UNEMPLOYMENT ELIGIBLE FOR 
INSURANCE? 


Irrespective of the agency selected 
for unemployment prevention and 
compensation, discussion of a plan for 
compensation requires more nearly 
exact definition than we have yet given. 
On the one hand, compensation im- 
plies a system of benefits distributed 
on an orderly plan; on the other, it 
distinctly avoids the implications of 
actuarial accuracy and contractual’ 
dependability that go with the expres- 
sion “insurance,” though these features 
are not necessarily excluded. Com- 
pensation is not relief, not a dole, but a 
payment which, however carefully 
limited on the whole or as applied to 
any individual, however flexible de- 
pending on events, is yet the antithesis 
of the vagaries and uncertainties of 
charity. Truly unfortunate it is that 
most of the experimenting with un- 
employment compensation here and 
abroad parades under the respected 
name of insurance. This colossal mis- 
use of the term implies that unemploy- 
ment has been proved an insurable 


risk. It weakens the prestige of true 
insurance institutions. Let Americans 
avoid it. 


Two principal reasons may arise to 
disqualify unemployment as a proper 
subject of insurance: (1) lack of basic 
data—necessary for the risk calcula- 
tion, and (2) disclosure by experience 
of a risk so irregular as to be unpre- 
dictable and -undependable. Decision 
on the second point must await a 
successful answer to the first. In this 
country, attempts at unemployment 
compensation have been so rare that 
it is simply impossible to judge, even 
for a single year, the cost of a plan of 
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insurance; and aside from pure experi- 
ment and on a tiny scale, no insurance 
company could afford to underwrite the 
risk. Our statistics register changes 
in employment rather than in unem- 
ployment, they almost never include 
data on duration, and they exist for 
only a few scattered communities and 
for a few years. Nor are these lacks 
peculiar to us. Even the British, with 
a long history of trade union statistics, 
constructed their original premium 
rates in 1911 on intensive unemploy- 
ment data for only five trade unions. 
Statistics do not fit ready-made. 
Until they are collected for a definite 
“purpose they are well-nigh useless. 
But without them, scientific calcula- 
tions of both short-time level and long- 
time range of cost are impossible. 
We must conclude that for the present, 
from the basic facts of the matter, 
American attempts at compensating 
unemployment cannot be called insur- 
ance. That we cannot apply to it the 
name “insurance” is of course no 
reason for failing to create some system 
of compensation. We will get our 
materials for an insurance scheme, if 
one is possible, only by trying out forms 
of compensation short of insurance. 
Until then it would be fatal to promise 


contractually that which by its nature 


is not sure. 


AmeErican EXPERMENTS 


Experiments with unemployment 
compensation in this country have 
taken three directions: trade union 
plans, employer-employee joint action, 
and provision by employers alone. 
In all three, Europeans have preceded 
us. All are voluntary, and despite 
insistence in many quarters that we 
can afford to hold up a compulsory 
program until an enlightened nation 
shall have tried out voluntary methods, 
they cover an insignificant fraction of 
America’s workers. 
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TRADE UNION PLANS 


The guiding purpose of a trade union 
is to provide mutual aid to its members 
in time of trouble. Naturally, even 
in the earliest stages of a union’s de- 
velopment, when all benefits are paid 
from a common fund, considerable pay- 
ments from time to time are made to 
carry members through periods of lack 
of work. Most unions in the United 
States have never passed this primitive 
period of general assessments and gen- 
eral benefits. A very few have set up 
special unemployment benefits sup- 
ported by special dues or assessments. 
The same reasons which make trade 
unions relatively unimportant in this 
country (compared, for example, with 
Great Britain) account for the unde- 
veloped nature of union schemes for 
meeting unemployment. It is not 
because the American worker expects 
some one else to carry him through 
unemployment that he neglects to act. 
It is because he is supremely confident 
he can meet all vicissitudes himself. 

American formal trade union unem- 
ployment compensation schemes are 
confined almost entirely to a few highly- 
skilled, semi-monopolistic trades char- 
acterized by a feeling of close group 
loyalty. Less than 45,000 workers in 
all are protected, not over 1.5 per cent 
of the total union membership in the 
United States, and of this small group 
the printing trade and its allies account 
for over 41,000. None of the schemes 
is very old by European standards: 
only two of forty-eight date to the 
nineteenth century, forty-four were 
started since 1910, and thirty-one 
began since 1920. The most liberal 
is that operated by the Electrotypers 
Chicago Local No. 3, which pays a 
$30-a-week benefit (less than half of 
wages) as long as unemployment con- 
tinues. Up to 1931 an assessment of 
2 per cent of weekly earnings was 
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ample to pay benefits; but in the first 
three months of that year more dollar 
benefits were paid than for 1929 and 
1930 together, and the contribution 
rate has been temporarily increased to 
5 per cent.t . 

At the other end of the scale of com- 
prehensiveness is the plan of the 
Seattle Lithographers (Local No. 45). 
Benefits amount only to $5 a week, and 
normally are paid for only eight weeks; 
in the emergency of 1931 the benefit 
period was extended to sixteen weeks. 
Unlike the electrotypers’ plan, no 
special fund is maintained, benefits 
being paid out of a general assessment 
for all union purposes. 

Even the briefest consideration of 
these union schemes indicates at once 
the advantages and the defects of vol- 
untary trade union provision for unem- 
ployment. From the standpoint of 
administration, it is hard to over- 
estimate the advantage of the union 
(or better the local) as the unit of risk. 
Expenses are at a minimum, personal 
knowledge of every applicant’s case 
(even in the absence of formal rules 
and definitions) discourages cheating 
and insures equitable disposal of cases, 
there is no gross self-selection against 
the fund because of coverage of dissimi- 
lar trades receiving dissimilar wages 
and exposed to a dissimilar unemploy- 
ment risk, and there is a minimum of 
red, tape to insure speed in claim 
adjustment. 

One grave defect, nevertheless, is 
enough to outbalance the entire array 
of advantages. The union benefitis not 
sure, it is not contractual, and so far as 
workers as a class are concerned, it is 
the proverbial drop in a very huge 
bucket. For stabilization it can do 
practically nothing. Of thirteen na- 
tional or international trade unions 

1 Statistics in this article have been taken 


principally from Bul. 544, July, 1931, U. S. 
Department of Labor. 
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establishing unemployment benefit sys- 
tems in this country at one time or 
other, today only four remain. 


JOINT PLANS 


More recently established in this 
country are the few unemployment 
compensation plans jointly operated 
by men and management. Aside from 
the plan in the wall paper industry, 
which covers 450 to 660 workers, the 
oldest goes back only to 1921. In all, 
less than 70,000 are protected; over 
43,000 are in the men’s clothing indus- 
try alone. Every one of the schemes 
is operated in an industry employing 
highly unionized labor. 

So dissimilar in detail are the joint 
plans, and so highly flexible their ad- 
ministrative machinery, that easy gen- 
eralization is not possible. Sometimes, 
for example, the costs are borne jointly 
by both parties; more often—and the 
trend is distinctly in this direction— 
they are borne entirely by the em- 
ployer, even in those cases where the 
union helps to administer the scheme 
or administers it exclusively. Some- 
times benefits are expressed (a varia- 
tion we have not yet met) not as direct 
money payments, but as guaranteed 
employment. This distinction is more 
than verbal; it suggests an emphasis 
on and an attitude toward prevention 
which may prove to be the outstanding 
contribution of American attempts to 
meet unemployment. In most joint 
schemes the unemployment fund is an 
industry-wide pool, so that both work- 
ers and employers lose the potential 
stimulus of working for a good plant 
record. Only where large individual 
employers dominate has the company 
fund been adopted. 

Closer scrutiny of one of the oldest 
and most successful of the joint 
schemes, that of the men’s clothing 
industry in Chicago, may serve to make 
its characteristics more real. At pres- 


122 


ent, employers pay 3 per cent of the 
pay roll to the fund, and the workers, 
members of the Amalgamated Clothing 
Workers of America, 144 per cent of 
wages. Benefits are 30 per cent of full- 
time pay, but not more than $15 a 
week, and for not over 714 weeks each 
year, divided into seasons of 334 weeks 
each. Part time is compensated; but 
for no loss of time—complete or part 
time—is payment allowed until a 44- 
hour waiting period has passed. To 
be eligible for benefits, a worker must 
show that he is a union member in good 
standing; he must be registered in the 
union employment office (in order to 
apply the indispensable work test: will 
he accept suitable employment?); he 
must have made regular contributions 
to the fund; and he must not be 
involved in a strike or a lockout. 

Administration of the unemployment 
fund is supervised by trustees repre- 
senting both parties, headed by an 
impartial chairman. In one important 
direction the Chicago plah permits a 
desirable flexibility: when an individual 
plant fund reaches a level sufficient to 
meet benefits for two years, contribu- 
tions may be suspended until the level 
is again approached. It is interesting 
to know that even in 1931, owners of a 
number of smaller shops were able to 
maintain employment sufficient to 
entitle them to continued exemption: 
one since 1928, two since 1929, and 
eight since 1930. 

Despite the handicap of technologi- 
cal changes perhaps unparalleled in 
any other American industry in the 
same period, and a depression excep- 
tionally severe, the Chicago plan, by 
any reasonable standard, has carried 
on successfully. Since the inception 
of the plan “greater stability has been 
apparent. . . . This is due in part to 
the operation of the compensation 
plan, and in part to the operation of 
the union employment office.” One 


Tur ANNALS OF THE AMERICAN ACADEMY 


must admire the insistance on flexi- 
bility, the logical and essential harness- 
ing of fund administration to employ- 
ment office registration in order to 
detect malingering, and the emphasis 
on prevention. But the whole scheme 
gives aid and comfort to barely a few 
thousands of workers, and quantita- 
tively is no broader than the scope of 
a single union in a single city. Since 
1927, the union membership covered 
has dropped from 19,000 to less than 
13,000, only a minority of these be- 
ing permanently detached from the 
industry. 

The arrangement exists solely be- 
cause of the prestige and power of an 
important group of workers; if that 
power should decline, there is no assur- 
ance that the great-heartedness or 
the broad-mindedness of management 
would carry it on. Like the union 
schemes and like all other joint 
schemes, this is not permanent; it is 
not adequate in scale; it is a patchwork 
affair that aids in limited fashion the 
lucky few. It is a vast improvement 
on the union plans in that it enlists 
the vitally necessary codperation of 
the employer; although as long as this 
coöperation is voluntary, any system 
will continue to be seriously incomplete. 


COMPANY PLANS 


If we count in the 26,000 under the 
Rochester plan, which went into effect 
February 1931 but does not pay 
benefits until January 1, 1933, a bare 
117,000 of America’s workers enjoy 
the protection of a third variety 
of unemployment compensation—the 
company or establishment plan. That 
we have been no less backward in try- 
ing this way out is strikingly indicated 
by the fact that it has taken a depres- 
sion of the first magnitude to bring in 
(since August 1930) 104,000 of this 
total. As examples, the Procters and 
the Dennisons are priceless;.but it is 
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important to note that the total num- 
ber of workers covered by these two 
managements is less than 8,000. 

The company plan for unemploy- 
ment benefits is the newest of the three 
we are discussing. Earliest of Ameri- 
can managements to concern itself was 


that of Dennison Manufacturing Com- ` 


pany, in 1916. The date is significant: 
a year of exceptional prosperity, when 
the typical business man was grabbing 
for workers—not pondering on the 
effects of the poor business which some 
distant day might arrive. It is signifi- 
cant, too, that unemployment com- 
pensation (or guaranteed employment) 
has in general been instituted deliber- 
ately as a self-imposed stimulus to 
stabilize, and developed as an integral 
part of much broader stabilization 
programs. Company schemes receive 
more publicity than the other two 
types, and, correctly or not, most of 
the current discussion about unem- 
ployment compensation makes the 
company plan the implied center of a 
general American system. 

There is perhaps even a greater 
flexibility in these plans as a group 
than in the joint schemes. The cost 
of the system is usually borne entirely 
by the management; a recent departure 
is the General Electric plan, which 
rests on 50-50 contributions. Em- 
ployees participate in administering 
the plans, even those completely sup- 
ported by the employer. Usually, 
indeed, this sharing by workers in 
administration is entire (considered 
sound because of the interest: of all the 
workers in insuring equitable claim 
adjudication, and because otherwise a 
compensation scheme might be abused 
for strategic purposes) and extends 
throughout the administrative system, 
including the handling of appeals. 
In a few plans the scheme is formalized 
to the extent of the creation of an 
actual fund, and in two, an outside 
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corporate trustee is appointed. But 
most often there is no systematic set- 
ting up of reserves even on the books 
of the company, payments being made 
either out-of general surplus or as 
operating expense. The majority are 
unemployment compensation plans; 
four provide an employment guar- 
anty. Their benefit scales are higher 
than those of either union or joint 
schemes. 


The Dennison system— 


A short summary of the current 
Dennison system will allow more 
definite analysis of the company-plan 
idea. Until January 1931, the Den- 
nison plan was one of unemployment 
benefits; since then it has changed to 
an employment guaranty. The pres- 
ent benefit is 50 per cent of a normal 
48-hour weekly pay, not less than $8 
nor more than $18 for workers without 
dependents; and 70 per cent, $8 and $24 
respectively for those with dependents. 
Only “permanent employees” are en- 
titled to benefits; that is, those whom 
the management expects to retain for 
some time to come. 

Administration is in the hands of an 
unemployment relief committee repre- 
senting equally management and work- 
ers. Appropriations totaling $147,000 
have been made by the company to a 
fund at irregular intervals between 


1916 and 1919, but none after the latter 


date, since the original agreement pro- 
vided that only when the fund should 
fall below $50,000 should benefits cease 
or new regulations be made. The 
year 1980. was a period of severe strain, 
and the fund having dropped to less 
than $47,000 by the end of that year, 
in January 1931 a new safety line was 
created, not nearly so reassuring as the 
old. It “provides that from any re- 
serve [italics mine] the company may 
have set up, money will be provided to 
an amount not exceeding $35,000 dur- 
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ing any twelve consecutive months, or 
$50,000 during any thirty-six consecu- 
tive months.” With the best will in 
the world, and surely one of the best 
managements, this is the utmost that 
can be promised as out-of-work benefit: 
a conditional promise to pay an unde- 
fined sum, out of profit if any, and if 
not needed for other corporate pur- 
poses. The fund is rapidly approach- 
ing exhaustion, and while the manage- 
ment intends to add to it, this must 
wait on profits, and profits, in turn, 
on better business. i 


Inadequacy of company plans— 


If this is the fate of the unemploy- 
ment compensation plan of an out- 
standingly intelligent business manage- 
ment which enjoys a near-monopoly 
in its field, what can we hope for from 
company plans in general? It is not 
an exaggeration to say that within the 
narrow scope of their operation, and 
until our current unpleasant experience 
with the reverse slope of the business 
cycle, company plans not only worked, 
they had actually harnessed com- 
pensation to stabilization and made 
compensation aid in stabilization. One 
always needs to keep in mind, however, 
the generally favorable conditions be- 
hind nearly every one of these plans, 
and the practical impossibility of their 
universal application. 

One result has already been noted: 
the recent change to hand-to-mouth 
buying and manufacturing has made 
all of the methods of managerial stabil- 
ization far less valuable than they were 
even five years ago. A more serious 
reflection is this: what is:good policy 
for a single enterpriser easily becomes 
vicious if all copy it. Putting on more 
‘sales pressure is a typical example. 
So are the creation of new lines, boost- 
ing exports (possibly), more careful 

. hiring and firing, and perhaps even 
research. 
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Finally, one must add one other : > 
item to the indictment of the company ,; 


plan as a universal system for meeting. «. i 
the unemployment risk. Like our two’: ` 


other systems it is voluntary, and 
rests perhaps on a still more slender 
basis. However democratic the organ- 
ization—short of outright employee- 
ownership—the critical, the all-impor- 
tant last word, is bound to be the 
owners’, and not the workers’. Bryce 
Stewart believes that financially the 
company plans as a class, “are even 
more precarious than union or joint 
agreement plans.” 

The establishment plan, funded or 
not, trusteed or not, suggests a valuable 
contribution to any sound unemploy- 
ment compensation scheme that may 
be adopted in this country: the re- 
sponsibility of management for an 
uncaleulated part of unemployment, 
the focus on management as the most 
practicable point through which to pay 
benefits and assess costs. This need 
not mean that, directly or indirectly, 
the ultimate burden should lie on man- 
agement. That will depend on many 
factors, political and otherwise. But 
management is nearest the problem, 
or at least that part of the problem 
most easily attacked; and while a 
general American scheme can never be 
created by stolidly awaiting a mere 
multiplication of voluntary company 
plans, management must be an impor- 
tant element if such a scheme is to be 
even measurably successful. 


AMERICAN LEGISLATION 


Not a single American state has in 
actual operation a system of unem- 
ployment insurance or reserves, and 
only Wisconsin has passed a law 
providing for one. The outstanding 
American legislative proposals (aside 
from compulsion) have one important 
quality in common: they hope to use 
unemployment benefits not alone as 
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relief but also as incentives to stabiliza- 
tion of employment. To achieve this 
happy result, three methods of ap- 
: proach are possible. The employers 
may simply be required to bear all or 
most of the cost of unemployment 
compensation. Self-insurance may be 
permitted; that is, the individual 
employer may be allowed, on satisfac- 
tory evidence that he is financially 
responsible, to carry his own risk, on 
the assumption that self-interest will 
encourage him to seek ways and means 
to keep benefit cost below the average 
of the group which he would, if insured, 
help to support. A third suggested 
incentive to stabilization is to maintain 
the benefit fund, not in common for 
all the industries in a state, similar and 
dissimilar, high-risk and low-risk, pros- 
perous and precarious, but for each 
separate industry, or even each em- 
ployer. In line with this it has also 
been proposed that the principle of 
merit rating be adopted to award the 
employer still more precisely for suc- 
cessful personnel stabilization: return 
of cash dividends for exceptionally 
good, or payment of extra premiums 
into the fund for exceptionally poor 
experience. 

These methods are not exclusive, 
and a law placing all the burden 
on the employer, setting up industry 
or employer funds but permitting 
self-insurance, would combine all 
three. 

Apart from this insistence on stabil- 
ization, proposed American legislation 
varies considerably as to the level and 
the length of benefits and the burden 
of cost. All proposals include a wait- 
ing period of one or two weeks; limit 
the number of weeks of benefit to ten 
or thirteen; and limit the amount per 
week to not more than $10 (or some 
higher figure) or more than 50 (or 60) 
per cent of wages, whichever is lower. 
Usually all administrative cost is to 
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be borne by the state, and usually 
only employers are to contribute pre- 
miums. Sometimes a single unem- 
ployment fund is proposed for all the 
industries, of the state, but with rates 
graded by degree of risk; sometimes a 
fund for an entire industry, subject to 
merit rating; sometimes—most radical 
of all-—a fund in which each employer’s 
account is kept separate. Because it 
is not possible to predict accurately the 
cost of unemployment benefits, pay- 
ments are entirely non-contractual. 
The proposed contributions in various 
bills range from 1.5 to 3.5 per cent of 
the pay roll, and if funds are exhausted, 
benefits are to be reduced or entirely 
eliminated. 


WISCONSIN LEGISLATION 


It is significant that the principal 
characteristics of American proposals 
may all be discovered in Wisconsin 
legislation, past and present. Be- 
tween 1921 and 1929, whatever interest 
existed in this country was centered 
on the so-called Huber Bill, really the 
product of Dr. J. R. Commons. The 
plan of this bill broke sharply with 
British precedent. It adopted for the 
first time the workmen’s compensation 
principle for unemployment benefits, 
placed all contributions on the em- 
ployer, set up industry-risk classifica- 
tions with provision for return pre- 
miums for good experience, and created 
an employers’ mutual “insurance” 
company to carry the risk which all 
employers were required to join. Later 
amendments fitted the bill still more 
closely to workmen’s compensation 
practice by permitting “insurance” in 
private carriers. Its object was, by 
making employers directly responsible 
for unemployment benefits, to stimu- 
late efforts to reduce seasonal and even 
(by limiting reckless expansion of 
facilities and borrowings) cyclical, 
irregularity. 
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The Groves Law— 


£ 7 
The Groves Law, signed by Governor 
La Follette in January 1932, represents 
a still more direct attempt to stimulate 
_ the stabilization activities of business 
men. It gives up even the semblance 
of insurance, and makes unemployment 
provision frankly one of individual 
employer reserves. The compensation 
characteristic of full financial responsi- 
bility on management is retained, but 
there is no merging of risks in industry 
. groups. The state will administer 
and safeguard these reserves, but each 
employer’s liability is definitely limited 
to the sums iri his own fund. In no 
event will he be asked to contribute 
over 2 per cent of his annual pay roll. 
If the reserve per employee reaches $55, 
his contribution will be reduced to 1 per 
cent: of pay roll; if it reaches $75, to 
zero. Benefits ‘will also be graded 
. progressively downward as the reserve 
per employee drops below $50. 

It is expected that if management 
can help in stabilization, this plan will 
reward managers who are successful, but 
will impose no impossible hardship on 
those who are not. It is distinctly not 
an insurance scheme, but a highly flexi- 
ble system providing unemployment 
benefits. The. State Employment 

` Offices and the Industrial Commission 
will administer the law. Self-insur- 
ance is permitted, but not insur- 
ance in a private carrier. 
than ten weekly benefits a year are to 
be paid, nor more than $10 a week, 
nor-over 50 per cent of wages. Part 
time is covered up to. the difference 
between actual wages received and the 
basic benefit. It is moreover specifi- 
cally provided that if 175,000 workers 
are covered voluntarily by their em- 
ployers by July 1, 1933, the compul- 
sory feature is not to take effect at 
all. 


Not more 


’ 
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‘A worth-while effort— 


It is truly a modest proposal. If 
we take the annual rate of unemploy- 


_ment to average 10 per cent, it will 


cover not more than one-fifth of the 
direct loss of wages. The cost is 
modest also. Two per cent of wages 
is, on the average commodity, not over 
one-half of 1 per cent of selling price. 
One may be skeptical as to the extent 
of any benefit scheme to eliminate 
irregularity; yet this is worth trying. 
It is in the American tradition which, - 
rightly or-not, clings to individual 
enterprise and responsibility, though 
with broader and broader reservations. 
Perhaps business men through trade 
associations or otherwise may be half 
cajoled, half pushed by such a plan as 
this into greater voluntary efforts. 
This law admittedly leaves for other 
agencies the very real problems of un- 
employment due to unusual depression, 
the dying industry, technological and 
market changes, and secular trend. 
The State of Wisconsin and its people 
do not and cannot expect that this 
plan of reserves will meet the whole 
problem of unemployment. ; 
It is not much, but at least let us > 
not excuse ourselves from doing this 
much by references to the dole. A 
dole ‘is a grant of charity, and comes 
much closer to describing the distribu- 
tions of welfare federations and com- 
munity chests than the operations of 
this reserve plan. Let us also not be 
alarmed that perhaps in a, crisis like 
this, reserve payments and public relief 
are likely to be confused to the harm 
of reserves. Even should the unem- 
ployment benefit plan some day be 
used to dispense’ charity, the confusion 
both in social thinking and in the func- 
tions of administration would hardly 
be greater than they are today. A 
worth-while start has been made in 
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Wisconsin; in principle, it has already 
been approved by the representatives 
of the governors of six of, our largest 
Eastern industrial states. It would 
be highly desirable—and almost un- 
precedented—for the states, if they 


act on a common problem, to act on a 
uniform basis. It hardly seems neces- 
sary or advisable this time to sit back 
and watch the Wisconsin laboratory 
grind out experience for her more 
cautious sisters. 
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Accident and Health Insurance 
By Stewart M, La Mont 


TIHE development of accident and 

health insurance during recent 
years, both in point of volume and in 
extension of service value, has been 
very considerable and quite continu- 
ous. 


GROWTH IN VoLUME AND VALUE 


According to available records of 
aggregate transactions the total of 
premiums reported for the year 1930 
was in excess of $220,000,000.1 This 
indicates an increase in volume of more 
than 50 per cent in the past five years 
and more than 150 per cent in ten 
` years. 

The amount paid in claims during 
1930 was more than $122,000,000,? an 
increase of about 80 per cent over a 
five-year period and 250 per cent over 
the ten-year period. 

Thus the business has been growing 
at a handsome rate until, viewed in its 
aggregate, it has become, from the 
standpoint of the companies, one of the 
most important of the so-called miscel- 
laneous lines of insurance. And its 


value as a public service has enhanced . 


even more greatly, as shown by the fact 
that the increase in benefit distribution 
has been proportionately greater than 
that of premium volume, the published 
tabulations ten years ago showing 42 
per cent of the premiums returned in 
benefits, as compared with 47 per cent 
five years ago and 55 per cent in 1930.5 

These figures relate only to business 
commonly denominated as accident 
and health insurance, but other forms 
of insurance transacted under different 

1 Argus Casualty and Surety Chart. 

2 Ibid. 


3 Ibid. 


titles represent essentially the same 

protection so far as the public is con- 

cerned. If we include workmen’s com- 

pensation, the public service value is . 
increased in 1980 by more than 

$162,000,000.4 If we include double 

accident indemnity and permanent 

total disability supplements of life 

insurance policies, a further $66,- 

000,0005 or more will be added. 

Thus we find accident and health 
insurance in one form or another dis- 
tributing in benefits an aggregate of 
approximately $350,000,000 per year 
at the present time. 

There is no doubt that the growth of 
pure accident and health insurance 
would have been greater and faster but 
for the competition of workmen’s 
compensation, widely compulsory and 
furnishing much of the same protection 
during working hours, and accident and 
permanent disability provisions of life 
insurance policies, keenly pressed dur- 
ing late years by great numbers of 
agents and furnishing very similar 
protection so far as concerns the death 
benefit and disabilities of long dura- 
tion, though limited in amount by the 
amount of the life insurance. . 

It is generally believed that these 
forms of insurance, though directly 
competing with accident and health 
insurance, have also worked to the 
general advantage of the latter because 
of their widespread effect of populariz- 
ing such protection. The recent with- 
drawal ‘of permanent disability provi- 
sions by many life insurance companies 
is expected to direct more of the 

4 Ibid. 

5N. Y. State Insurance Report, 48 companies 
reporting. : 
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ACCIDENT AND HEALTH Insurance 


demand to the independent forms of 
accident and health insurance.’ Like- 
wise the great growth of group disabil- 
ity insurance during the past decade 
has served to spread education and to 
develop increased desire for individual 
insurance among those not included in 
group protection. 

Modern forms of advertising in the 
interest. of public welfare, emanating 
from various disinterested sources and 
accentuating the more prolific causes of 
accident and sickness, also have served 
to educate the public to the need of 
protection against such misfortunes, 
even though primarily designed to in- 
spire precautions against their happen- 
ing. And so again the progress of 
accident and health insurance has been 
aided. 


CLASSIFICATION OF BUSINESS 


It is not easy, from published reports 
and tabulations, so to classify the 
figures as to suggest significant conclu- 
sions. Accurate separation between 
aceident premiums and health pre- 
miums is impossible because many 
companies de not record such pre- 
miums in separate accounts, and the 
customary division of business between 
stock or old line companies and mutual 
or fraternal associations, and so forth, 
is deceptive because among the latter 
are many whose reported premiums 
include some burial benefits and some- 
times are combined with small amounts 
of life insurance. Hence the amount of 
business credited to this latter class is 
subject to discount. 

It might fairly be estimated, how- 
ever, that in 1930 approximately 
$60,000,000 may be assigned to some 
eighty multiple line stock casualty 
companies, with a gain of some 
$10,000,000 for the class in the last five 
years. About $85,000,000 may be 
credited to some forty stock companies 
operating accident and health insur- 
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ance exclusively and old line life in- 
surance companies with accident and 
health departments but not engaged in 
general casualty lines, with a gain of 
about $19,000,000 for the class in the 
same period. About $30,000,000 may 
be assigned to the more important of — 
the mutuals, traveling men’s associa- 
tions, and so forth, with a gain of about 
$8,000,000. The remainder is dis- 
tributed among a large number of 
companies and associations either in 
inconsequential amounts or inseparable 
from burial benefit, life insurance, or 
other forms of coverage. 


Recent TRENDS 


Certain trends are recognizable from 
the records. There has been con- 
siderable increase in the number of 
companies engaging in the business, 
multiple line casualty, old line life, 
exclusively accident and health, and 
mutual, local, and similar associations. 

There has been development to 
really important volume by only a 
comparatively small number, with con- 
sequent division of a large bulk of the 
business into small units among many 
companies, which is not conducive to 
the maintenance of stable experience, 
arrival at favorable expense rates, or 
even assured permanency of existence, 
Only thirteen multiple line casualty 
companies report more than $1,000,000 
and eight others more than $500,000 
each in premiums, and two of the most 
important of these are primarily life 
insurance companies but with other 
casualty departments and subsidiaries. 
On the other hand, among the old line 
life companies with accident depart- 
ments as their only other, and the 
exclusively accident and health com- 
panies, nineteen report more than 
$1,000,000 and six others more than 
$500,000, while nine assessment asso- 
ciations report more than $1,000,000 
and four others more than $500,000. 
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The deduction from this analysis 
obviously is that the trend is chiefly 
adverse to the ‘casualty organizations 
and. favorable to those dealing in acci- 
dent and health insurance exclusively 
or as branches of life insurance. This 
result no doubt is due largely to the 
relative vigor with which the business 
is prosecuted among the several classes 
of companies. 


Noncancelable forms — 


One of the modern developments 
is the noncancelable form of accident 
and health insurance, vesting in’ the 
insured the right of renewal up to a 
specified age, usually sixty years. 
Seeming at first to promise something 
like a fundamental remodeling of the 
business, it has progressed during the 
past ten years only to the point of 
specialization by a few companies, 
punctuated by’ the withdrawal of a 
larger number from the practice, and 
with no present indication of a trend in 


favor of general adoption. The opin- | 


ion generally prevails that operation 
on this plan is practicable only among 
a rather limited and closely selected 
clientele, and that reasonably adequate 
protection cannot be made available to 
the average man within the limits of 
any premium that could be fixed and 
would be collectible, at least without 
bringing into play the Jaw of diminish- 
ing returns through increasing adverse 
selection. 


Group forms — 


Another development, old in theory 
but modern in practice to the extent, of 
important volume, is the group form, 
permitting insurance of aggregations of 


employees or other groups formed for 


purposes other than insurance, at an 
average rate and without individual 
selection or discrimination as to health, 
hazard, or other factors. This form of 
insurance has grown largely in recent 


Tue ANNALS OF THE ÅMERICAN ACADEMY 


years and promises‘to become of even 
greater importance. Separate records 
of such business are not available, but 
it is known that they would make an 
impressive showing if collated, not only 
as to volume presently in force but 
particularly as to rate of recent growth. 


Monthly payment forms — 


The monthly paymént plan of in- 
dividual accident and health policies is 
a distinct branch of the business, 
operated exclusively .by some com- 
panies and as a separate department by 
others also transacting the so-called 
commercial branch. During the past 
ten years many companies have been 
added to the number so engaged, but, 
while separated figures are not available 
with any completeness, such records 
as are obtainable do not indicate any 
substantial growth of the aggregate 
during recent years. Indeed, com- 
pared with the growth of other forms, 
it might be said that the monthly pay- 
ment plan shows a declining trend in 
its relation to the whole. It is prob- 
able, however, that considerable busi- 
ness lately acquired in the group form 
might otherwise have appeared in 
the form of individual policies on the 
monthly payment plan, and that the 
two may well be considered together as 
reflecting the growth of the business 
among the industrial classes. 


Weekly payment forms — 


The weekly payment plan is dis- 
tinctly a modern development. Until 
quite recent years it was deemed im- 
practicable to operate on such a basis, 
because of the impossibility of develop- 
ing a sufficient volume of concentrated 
business to compensate agents without 
running a destructive expense rate. 
Of late years a number, of companies 
have entered this field, some with ap- 
parent success, though in most in- 
stances the operation of accident and 
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health is combined with industrial life 
insurance, and in few instances have 
sufficient volumes of business been 
developed to point to any conclusion as 
to whether or not it will become an 
important factor if operated inde- 
pendently. 


Limited and newspaper forms — 


There has been considerable develop- 
ment during recent years of the various 
forms of limited insurance; that is, 
policies issued at very small or nominal 
premiums and insuring only against 
certain specified’ accidents or, in some 
instances, combining health insurance 
covering only certain specified diseases. 

The forms are legion and they come 
and go in kaleidoscopic fashion. 
are condemned by some and defended 
by others, and are marketed by only a 
very small number of companies but 
aggressively by them. Probably their 
chief recent development has been in 


the form of newspaper policies printed’ 


in the papers in consideration of sub- 
scription thereto. They are likely to 
be temporary expedients adopted for a 
time by one newspaper and another as 
a part of a drive for increased circula- 
tion. When the campaign is over the 
insurance plan usually disappears, and 
organized efforts to induce the holders 
to continue insurance under standard 
forms uniformly fail. Consequently 
there is no permanency to such busi- 
ness, and any development in activity 
of that sort can only be regarded as 
evanescent, contributing nothing to 
ultimate progress, and indicating noth- 
ing as to the tendencies or trends of the 
business as a whole. 


TENDENCIES OF THE Day 


What may be regarded as the tend- 
encies of the day in the operation of a 
business of so varied a character, so 
differently practiced by different com- 
panies and even with varying results, is 


They ` 
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chiefly a matter of opinion, especially 
as the opinions of different operators, 
arising often from differing methods or 
operations in different fields, influence 
future practice and thereby serve to 
develop the trends of the whole busi- 
ness. Inasmuch, therefore, as the 
opinions of any one person might con- 
ceivably reflect particular experience in 
a certain field or even personal predilec- 
tions or reactions, a considerable num- 
ber of officials of long but varying 
experience have been consulted in order 
to find a cross section of opinion as to 
present-day tendencies. As a result, 
certain concepts may fairly be pre- 
sented as representing a consensus of 
thought. 


ADEQUACY or PREMIUMS 


While it is in accord with the aim of 
the majority that the percentage of 
premiums returned to the policy- 
holders should be substantially in- 
creased as compared with earlier days, 
it seems apparent that this trend has 
carried rather farther than the existing 
rate structure contemplates; that is, 
the claim cost has overtaken the pure 
premium upon which the rate structure 
was erected. This has been even more 
evident in respect to health insurance, 
despite premium increases from time 
to time, than in respect to accident 
insurance. 

Undoubtedly this has been due in 
large part to conscious liberalization of 
the insurance coverage and of claim 
administration also, as seemed justified. 
by past experience. But equally with- 
out doubt, it has been undesignedly 
contributed to by the multiplicity of 
special features, or so-called “frills,” 
which an unfortunate species of com- 
petition has progressively increased. in 
number and form without, or at best in 
advance of, adequate knowledge of 
probable costs. During the past ten 
years, and particularly during the last 
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- five years,.there has come a growing 
appreciation of the fact that this prac- 
tice has added materially to claim costs 
already increasing from other causes. 

It is: believed, too, that there has 

been a growth of what has been termed 
` “elaim consciousness” on the part of 
the public; meaning, in addition to 
proper appreciation generally of the 
benefits legitimately recoverable under 
the particular form of insurance: car- 
ried, a further knowledge by a growing 
nuniber of how it can be distorted or 
abused, resulting in increasing numbers 
and cost of fraudulent, exorbitant, and 
malingering claims. 

Again, the vastly increased use of the 
automobile, both for pleasure and for 
business, has brought a new and con- 
stant source of accidents, more than 
counterbalancing the disappearing haz- 
ards of the horse and carriage, the 
bicycle, and other outworn forms of 
recreation or transportation. And the 
new activities of rum-running, boot- 
legging, ‘and racketeering have pro- 
duced new problems in underwriting 
seléction as well as in claim administra- 
` tion, while even poison liquor has added 

its quota of new hazard even to the 
average risk. 

The widespread business depression 
prevailing during the years 1930 and 
1981 has intensified the difficulties of 
this as well as other lines of insurance 
importantly involving the “moral haz- 
ard.” It is well known that a large 
majority of insurance claims are legiti- 
mate and honest, but it is also true that 
at all times there is a “fringe” of 
fraudulent, exaggerated, or‘otherwise 
unfair ones. And in times™of exten- 
sive unemployment, business reverses, 
financial difficulties, and other forms of 

. distress, the average of public honesty 
yields somewhat to the needs of the 
hour. Thus an ‘already rising claim 
ratio has been given added impetus, 

` and whether or not a return to normal 
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times will restore the status quo ante of 
claim experience remains to be seen. 
The trend of opinion, therefore, is 
that upward rate revisions have or 
shortly will become imperative unless 
other correctives can be devised. Dur- 
ing recent years, premiums have been 
generally advanced on health insurance 
and on noncancelable forms. A move- 
ment is now under way that tends 
toward advancing accident premiums. 
In addition, other expedients have been ° 
tried for corrective purposes, such as 
introduction of waiting periods into 
forms of policies theretofore covering 
disability from its beginning; substitu- 
tion in concancelable forms of an 
“ageregate indemnity” clause limiting, 
all payments during the life of the 
policy to a specified sum, in lieu of pay- 
ment for disability for an unlimited 
period; and other policy changes. 


CoGPERATION AMONG COMPANIES 


Recent experience also has developed 
the spirit of consultation and codpera- 
tion among companies. Through the 
Bureau of Personal Accident and 
Health Underwriters, an organization 
of some sixty companies, experience has 
been pooled on a large bulk of “com- 
mercial” business, and claim costs of 
the various policy features have been 
accurately ascertained from the com- 
bined experience. A similar practice is 
followed by the Health and Accident 
Underwriters Conference, an organiza- 
tion of some ninety companies, with 
more particular reference to “indus- 
trial” business. ` 

Late years have seen daiatllchonent 
of uniform classifications of occupa- ' 
tional risks, based upon combined 
experience of a sufficiently large ex- 
posure in each to justify equitable'rate 
discrimination. Standard classifica- 
tions issued by the Bureau as respects 

“commercial” business, and by the 
Conference as respects “industrial” 
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business, have been generally accepted 
by affiliated companies and others also. 


Efforts also are in the making toward . 


standardization of policy phraseology 
and even toward recognition of a 
standard premium for standard policy 
coverage, subject to additional charges 
for added features and subject also, of 
course, to varying expense loading 
where organization factors differ suf- 
ficiently to affect the operating ex- 
pense. The outcome of these efforts 
cannot yet be predicted, but their 
making is at least one of the tendencies 
of the day, looking toward more 
scientific administration and general 
stabilization of the business. 


Mourtrenticiry or Poricy Forms 


Neither the effects of experience nor 
the influence of coöperation has yet 
operated appreciably to diminish the 
great multiplicity of policy forms or the 
constant changes, expansions, and addi- 
tions of minor features, which still 
constitute a favorite method of sales 
competition and a common expedient 
for exciting new interest or for stimu- 
lating effort in sales organizations. 
Frills and special features still are in 
the forefront of competitive operation, 
though there appears to be a beginning 
of recognition of their added cost as 
well as their possible adverse influence 
among agents generally, because of 
their inability to keep well informed of 
competitive contracts and their fre- 
quent embarrassments in dealing with 
various of their own clients insured 
under varying forms. And there is a 
growing trend of opinion among execu- 
tives that excessive indulgence in the 
practice of festooning the body of in- 
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surance with a variety of “selling 
points” of little value has operated to 
diminish publie appreciation of the 
essentials of everyday protection, and 
thus actually has retarded the develop- 
ment of the business and harmed it in 
the estimation of insurants and of the 
great body of agents; and that substan- 
tial reform, involving general simplifi- 
cation of policies, is near. 


PROGRAMMING FOR THE FUTURE 

An approaching unanimity of opin- 
ion, particularly among leading spirits 
in the business, combined with growing 
willingness to agree upon corrective 
measures necessary to the general 
welfare, indicates a more or less definite 
program for the future as now being 
advocated. 

This program aims to reduce the 
large number of slightly varying policy 
forms; to simplify policies retained in 
portfolio; to standardize phraseology 
of the principal provisions; to secure 
through pooling of experience a broader 
and sounder basis of ascertaining costs; 
to maintain occupational classifications 
on a uniform basis that not only will 
be sound but will reflect the various 
changes that take place in business, in- 
dustry, and other activities of life; to 
adjust premiums to costs as found 
necessary by experience; to encourage 
the sale of the insurance not upon ap- 
peal to the emotions but upon the pub- 
lic need of general protection against 
the misfortunes to which all are alike 
subject; to accelerate generally the rise 
of the business to higher levels both as 
respects safe and scientific operation as 
a business and as respects creditable 
administration as a public service. 


Mr. Stewart M. La Mont ts third vice-president of 
the Metropolitan Life Insurance Company, in charge 
, of Accident and Health Division and Disability Claim 


Division. 


‘Burglary Insurance 
By L. A. Sawyer 


IVE men enter a bank in broad 

daylight, hold up the: employees 
and the customers, take $25,000 in 
cash, and escape in a high powered 
automobile. Burglars break into an 
office, blow open the safe, and escape 
with $10,000 in money and securities. 
A family returns home from an auto- 
mobile trip and finds the house ran- 
sacked and a fur coat and articles of 
jewelry missing. A man garaging his 
car after returning from the theater is 
struck over the head and relieved of his 
watch and money. The newspapers 
daily carry accounts of similar losses, 
and it is the function of burglary insur- 
ance to indemnify the public against 
loss of property suffered in these ways. 
The term “burglary insurance” as 
commonly used is a comprehensive 
one and includes the various forms of 
burglary, robbery, theft, and larceny 
insurance hereinafter defined. 


Derion or TERMS 


The various kinds of crimes are de- 
fined in the penal laws of the different 
states. Originally it was planned to 
have these definitions govern the policy 
coverage, but this proved unsatisfac- 
tory because the state laws differed and 
consequently there was not uniformity 
of coverage. Accordingly the under- 
writers set up a definition for each kind 
of crime they desired to insure against, 
and drafted a suitable policy for each. 
Whenever the courts have placed a 
different meaning on a policy defini- 
tion it has been changed, so that today 
it may well be said that the policy 
language is clear, concise, and under- 
standable. 


In adopting the procedure of substi- 
tuting their own definitions for those in 
the statutes the underwriters were 
treading on uncertain ground, for they 
were not sure that the courts would not 
reverse them and hold that the defini- 
tion in the law governed. These fears 
were soon set at rest by a-decision of 
the New York Court of Appeals.! 

The term “burglary” as used in the 
policies may be briefly defined as a fe- 
lonious entry by actual force and vio- 
lence, of which there shall be visible 
marks at the place of such entry made 
by tools, explosives, electricity, or 
chemicals. 

The term “robbery” is used‘ to de- 
note the crime commonly known as a 
holdup, which most often occurs during 
the daytime. It consists of the felo- . 
nious and forcible taking of property 
by violence or threat of violence ‘on the 
custodian, or by an overt felonious act 
committed in the presence of the 
custodian and of which he was actually 
cognizant, or from the custodian after 
he has been rendered unconscious or 
killed maliciously or accidentally. 

The terms “theft” and “larceny” 
are used synonymously, and briefly 
mean the unlawful taking and carrying 
away of property with intent to deprive 
the rightful owner of the same or of the 
use or benefit thereof: 


HISTORICAL DEVELOPMENT 


The idea of writing burglary insurance 
seems to have originated in England.? 


1 Rosenthal, et al. v. The American Bonding 
Company, 100 N. E. 716. 

2 McMillan, F. D., Outlines of Burglary In- 
surance. 


134 


BURGLARY INSURANCE 


In 1787 one William .Weller proposed 
the establishment of The General 
Insurance Office to provide means 
of insuring against “loss of property 
by burglaries, highway and footpad 
robberies, and public and private 
thefts,” 

Other attempts to organize compa- 
nies to conduct this line of insurance 
followed, but apparently were un- 
successful as there is no record of the 
transaction of this business until 1889, 
when the Mercantile Accident and 
Guarantee Insurance Company of Glas- 
gow, Scotland, undertook the transac- 
tion of modern burglary insurance. 
The business was successful and 
encouraged several other companies 
to enter the field in the following 
year. 

The first company in America ap- 
pears to have been the American Pro- 
tective Mutual Insurance Company 
against Burglary, a small company in 
Reading, Pennsylvania.’ This com- 
pany was organized in 1885 to write 
mercantile open stock. insurance on 
merchandise in stores, factories, ware- 
houses, and so forth, against loss by 
burglary. 

In 1892 the Fidelity and Casualty 
Company of New York undertook “‘to 
insure banks, bankers and other users 
of safes against the loss of money, secu- 
rities and other valuables from their 
safes through attack by burglars.’’4 
Gradually other companies entered 
the field until in 1900 the business 
of the five companies then writing this 
kind of insurance had grown to a 
premium volume of about $450,000. 

As the years passed, other forms of 
burglary insurance became necessary 
and the underwriters responded with 
new and broader forms of policies ex- 
tended to cover loss by robbery, theft, 


8 Michelbacher, G. F., and Carr, L. H., Bur- 
glary, Theft and Robbery Insurance. 
1 Ibid. 
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-and larceny. The rapid growth of the 


burglary business is shown by the 
following exhibit: 





Number of | Total Premium 
Year Companies Income 
(Approximate) | (Approximate) 
1900......... 5 $ 450,000 
1910......... 80 2,781,000 
1920......... 40 20,720,000 
1930.. 90 35,494,000 


RESIDENCE AND PERSONAL ROBBERY 
INSURANCE 


The Residence Policy covers against 
loss of or damage to personal and house- 
hold property common in residences 
generally, owned by the assured and 
all members of the assured’s household 
who do not pay board or rent, except- 
ing domestic servants and other em- 
ployees. The coverage is against loss 
by burglary, robbery, theft, and lar- 
ceny, or for a lower premium by bur- 
glary only, from within the residence, 
committed by any person whose prop- 
erty is not insured under the policy, 
including property damage to the 
insured portion of the building itself 
caused by such crime or attempt 
thereat. 

About two years ago-the policy was 
broadened to grant full coverage with- 
out additional premium in the assured’s 
safe deposit box and to a limited extent 
in his garage, stable, outbuilding, en- 
trance, porch, and, in the case of apart- 
ments and tenements, in the basement, 
laundry, and rooms in common use of 
the tenants of the building. These 
amounts of insurance may be increased 
for an additional premium. 

Recently the policy was broadened 
by eliminating certain conditions under 
which the company was not liable, so 
that today the contract does not cover 
if the property is held for sale, or if the 
premises are used as a boarding or 
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lodging house unless so stated in the: 
policy.. 

The rate is per $1,000 of insurance 
and is graduated downward so that the 
larger the amount of insurance, the 
lower will be the average rate. 

Personal robbery insurance is usu- 
ally provided under a separate section 
of the Residence Policy. It covers the 
same persons.as that policy, with a 
minimum age limit of eighteen years, 
against loss of or damage to personal 
property and effects occurring by 
robbery anywhere in the United States 
or Canada including the residence. 
The rate of premium per $1,000 of in- 
surance is not subject to any discounts. 


BANK INSURANCE 


The Bank Burglary and Robbery 
Policy protects banks and other finan- 
cial institutions against loss of or 
damage to money and securities occur- 
ring by burglary and robbery, also 
damage to the banking premises and 
equipment caused by such crime or 
attempt thereat. The robbery cover- 
age applies anywhere within the bank- 
ing premises and the burglary coverage 
only within certain described safes or 
vaults. The American Bankers Asso- 
ciation in behalf of its member banks 
codperated with the underwriters in 
drafting this policy and it has been 
copyrighted by that Association. 

The policy was revised in 1925 but 
conditions have changed so materially 
in the last few years that it was neces- 
sary again to redraft it in the early part 
of 1931. The most important change 
was the elimination of the so-called 
“collusion clause,” which provided 
that there was no liability on the part 
of the insurance company if any officer 
or employee of the bank effected or 
helped to effect the loss. 

Another important change was the 
extension of the coverage to include 
damage caused by vandalism and 


THE ANNALS OF THE AMERICAN ACADEMY 


malicious mischief. This change was 
made necessary by a recent loss. A 
man carrying a small hand bag entered 
a bank and handed the teller a note. 
On it was written a threat to blow up 
the bank with explosives carried in the 
hand bag unless a certain amount. of 
money was passed out. The teller re- 
fused and the man made good his 
threat, which cost him his life, and the 
bank about $40,000 for damage to 
the building. The vandalism-and-ma- 
licious-mischief coverage will take care 
of this and similar losses. 

The rates per $1,000 of insurance for 
the burglary and robbery coverage 
vary with the strength of the safe or 
vault, the geographical location and 
size of town in which the bank is lo- 
cated, and the protective devices 
employed to prevent the loss. 


Sare Derosrt Box INSURANCE 


The Individual Safe Deposit Box 
Policy protects the individual box 
renter against loss of or damage to 
jewelry, securities, and silverware, 
contained in his safe deposit box'in a 
bank or safe deposit company, occa- 
sioned by burglary or robbery. The 
robbery coverage applies anywhere 
within the banking premises and the 
burglary coverage from within the safe 
deposit box in the described vault. 

The Bank Safe Deposit Box Policy 
is issued to the bank when it desires to 
protect the individual box renters, and 
the coverage is similar to the Individual 
Policy, except that damage to the 
banking premises and equipment is 
covered, The need for thé bank’s pro- 
tecting its box renters by insurance was 
shown some months ago. A bank was 
moving into new quarters and had 
removed the heavy vault door to be set 
up at the new location, replacing it with 
a light temporary door and some watch- 
men. One night through error the 
watchmen were not on duty and the 
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vault and the safe deposit boxes were 
burglarized with a loss amounting to 
over $2,000,000. There was no ques- 
tion that the bank was negligent, and 


in the face of its liabilities it retired ` 


from business. 

The rates for both the Individual and 
Bank Policies are computed in prac- 
tically the same way as for the Bank 
Burglary.and Robbery Policy. 


MERCANTILE INSURANCE 


Safe insurance—Stores, factories, 
and mercantile establishments usually 
keep their money, securities, and valu- 
able merchandise in safes and vaults. 
The Mercantile Safe Policy indemnifies 
them against loss of or damage to this 
property occasioned by burglary into 
the safe or vault, and damage to the 
premises and equipment caused by such 

‘burglary or attempt thereat. Despite 
the apparent strength of these recep- 
tacles, skilled safe breakers experience 
very little difficulty in opening many 
of them. Only recently it was neces- 
sary to revise the policy because a court 
held that the forcible opening of a 
small chest door inside the safe proper 
fulfilled the policy provision that both 
the outer and inner doors of the safe 
must be forcibly entered. The con- 
tract was clarified by rewording the 
insuring clause. 

The rates are per $1,000 of insurance 
and vary with the class of risk insured, 
the kind of property, the strength of the 
safe or vault, and the protective de- 
vices used to prevent burglaries. 

Open stock insurance.—The Mercan- 
tile Open Stock Policy protects stores, 
offices, factories, and other mercantile 
plants against loss of or damage to their 
stock in trade occasioned by burglary 
into the insured portion of the building, 
also damage to the premises and equip- 
ment caused by such burglary or 
attempt thereat. This is one of the 
most hazardous coverages from the in- 
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surance standpoint, and to prevent 
underinsurance, a coinsurance clause 
is incorporated in the policy. This 
clause provides in effect that the 
assured must carry insurance equal to 
a certain percentage of the value of the 
merchandise in the plant at the time of 
loss, and failing this he must stand a 
portion of the loss. This policy may 
now be extended for an additional 
premium to cover loss by theft. 

The rates per $1,000 of insurance 
vary as to the class of merchandise 
covered, the geographical location of 
the risk, and the protective devices 
used to prevent burglary. ` 

Robbery insurance-—The Office or 
Store Robbery Policy protects offices 
and mercantile establishments against 
loss of or damage to money, securities, 
and merchandise within the insured 
premises occasioned by robbery, also 
damage to the premises and equipment 
caused by such robbery or attempt 
thereat. 

The Messenger Robbery Policy pro- 
tects against loss of or damage to 
similar property occurring by robbery 
outside the insured premises but within 
the United States or Canada. 

The Paymaster Robbery Policy pro- 
tects against loss of or damage to 
money and checks intended solely for 
the pay roll of the assured, occasioned 
by robbery occurring anywhere within 
the United States or Canada. Ten 
per cent of the amount of insurance 
applies on money and securities not a 
part of the pay roll. 

The use of the armored car in trans- 
porting pay rolls to the premises of the 
assured. for distribution has strangely 
enough increased the losses under the 
Paymaster Robbery Policy. The rob- 
bers watch the armored car on its 
daily trips and shortly after delivery 
of the pay roll enter the premises and 
take the money. 

The rates per $1,000 of insurance 
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vary as to the class of business, the 
geographical. location, and the protec- 
tion afforded the insured property. 


RaTEMAKING 


The National Bureau of Casualty 
and Surety Underwriters acts as a 
central ratemaking body for stock 
casualty insurance companies in mak- 
ing burglary insurance rates, and com- 
bines the statistical data received from 
a large number of companies for that 
purpose. Each class of insurance 
above described is rated separately. 

In past years the statistical data 
were very meager and it was necessary 


to depend on the judgment of under- ` 


writers to determine adequate rates. 
With the statistical data now available, 
it is possible for the ratemakers to 
place great dependence upon them. 

It has been found that the amount 
of losses under burglary insurance poli- 
cies varies directly with economic con- 

‘ditions in the country, and therefore 
rates have been established that will 
average out over a period of years. 


Preventive Work 


Because each loss under a burglary 
insurance policy is a crime against 
society, the police authorities are con- 
stantly trying to prevent such loss or 
to apprehend the criminals and recover 
the stolen property. However, in 
this field as in others, the “ounce of 
prevention is worth a pound of cure.” 
The inventive brains of the country are 
constantly matching wits with the 
criminal element in making devices 
which ‘will prevent burglaries and 
robberies. f 

The insurance companies are quick 
to recognize worthy devices of this kind 
by granting discounts from the rates 
where they are used. To be effective, 
devices must be manufactured and 
maintained properly, and Underwriters’ 
Laboratories, Inc., of Chicago, an 
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engineering organization, tests and 
approves them before recognition is 
given. : l 

Electric burglar alarms are used very 
extensively today in the protection of 
valuable property. These devices are 
constructed on the principle of sur- 
rounding the safe, the vault, or the 
building with wires which must be dis- 
turbed in gaining entrance, and thus . 
an alarm is registered either in a cen- 
tral station from which guards are 
dispatched or by ringing a bell on the 
outside of the building. 

Not long ago there was a striking ex- 
ample of the need of supervision of 
protective’ devices. A large jewelry 
concern kept its stock in a strong vault 
which was protected with an anti- 
quated burglar alarm system not 
approved by Underwriters’ Labora- 
tories. Burglars skilled in electrical 
matters succeeded in putting the alarm 
system out of commission without 
registering an alarm and entered the 
vault with a resultant loss of many 
thousands of dollars’ worth of jew- 
elry. It is reliably stated that a 
modern, supervised system could not 
have been so circumvented. 

The underwriters encourage the use 
of watchmen to protect the premises 
when they are closed and unoccupied, 
and also guards when the premises are 
open or valuable property is being 
transported through the streets. 

Large amounts of money are being 
expended in improving the burglary 
resistive qualities of safes and vaults. 
The developments along this line have 
resulted in the recent perfection of a 
safe which under engineering tests has 
actually withstood all forms of burgla- 
rious attack, except the oxyacetylene - 
torch, for a period of at least one hour. 
Constant laboratory work is being car- 
ried out so as to develop an alloy which 
will withstand the torch, and consider- 
able progress has been made. 


BURGLARY Insurance 


A comparatively recent development 
is the use of tear gas, which is a by- 
product of the World War. Devices 
are made which upon pushing a button 
will discharge clouds of this gas in the 
face of the robber; devices are also in- 
stalled in safes and vaults which will 
discharge this gas if an opening is 
made. 

In localities which are not properly 
policed by the law enforcement bodies, 
the underwriters have codperated with 
the American Bankers Association and 
its member banks in establishing aux- 
iliary organizations whose functions 
are to capture bank burglars and rob- 
bers and to prevent losses through 
their operations if possible. 

One of the newest devices is the so- 
called “bandit resisting enclosure,” 
which consists of a partition made of 
bullet resisting glass and steel, com- 
pletely separating the public from the 
working quarters of the bank. It is 
impossible to cover an employee with 
a gun, and yet business can be trans- 
acted in the regular way. 


Foururr DEVELOPMENTS 


The future possibilities of this line 
may be better understood by a com- 
parison with fire insurance. In 1928, 
the fire loss for the entire country 
aggregated slightly more than $301,- 
000,000. It is reliably estimated that 
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the loss from all forms of burglary, 
robbery, theft, and larceny amounted 
to approximately $250,000,000. Ac- 
cording to these figures the burglary 
losses were about 83 per cent as much 
as the fire losses. Other statistics 
show that the volume of fire premiums 
written in 1928 amounted to over $708,- 
600,000 while the burglary, robbery, 
theft, and larceny business was only 
$37,900,000, which is about 5.3 per 
cent as much as the fire. „No doubt an 
important reason for the relatively 
small volume of burglary insurance is 
that both the public and insurance 
agents do not realize the possibilities 
of loss. 

There appears to be an almost un- 
limited field for the development of 
burglary insurance. The underwriters 
are keeping the rates as low as possi- 
ble, broadening policy forms to meet 
changed conditions, and encouraging 
the protection of insured property by a 
reduction in premium. With a larger 
sale to the people who feel that they 
are possibly immune from attack, it is 
certain that the rates could be substan- 
tially lowered and the policy forms 
broadened considerably. Educating 
the public to the need for this form of 
insurance, and intensive sales effort on 
the part of the companies and agents 
will produce a constant expansion in the 
volume of burglary insurance. 


L. A. Sawyer is manager of the Burglary Depart- 
ment of the National Bureau of Casualty and Surety 
Underwriters, New York City. He is a civil engineer. 


Personal Hazard in the Field of Casualty Insurance 


By G. F. MICHELBACHER 


SSUME that you and I were as- 

‘signed the task of organizing an en- 
tire system of insurance in a world 
which had never utilized the principle of 
‘insurance in any form. It is not diffi- 
cult to say what our procedure would be. 
We would employ experts to formulate 
coverages, classifications, rates, and 
underwriting rules, and other compe- 
tent technicians to establish theoret- 
ically perfect methods of procedure. 
With these rates and plans available, 
we would select our staff, house it, sup- 
ply it with forms and equipment, ob- 
tain licenses and otherwise comply 
with legal requirements, appoint agents, 
and open our doors to receive orders 
for policies. 

To this point we would utilize 
mathematical and statistical formule 
and empirical reasoning. Insurance 
never having been practiced before, 
we would be forced to rely upon ab- 
stract thought in the absence of any 
experience or knowledge concerning 
the actual conduct of the business. 
But once policies were sold and the 
machinery of providing insurance cov- 
erage and service was set in motion, 
certain stern realities would appear and 
demand recognition; in short, the fun 
would then begin! 

As risks were written and serviced, 
problems would arise on every hand, 
and if we valued the success of our pro- 
gram we. would be forced to reform our 
theoretical structure to take into con- 
sideration conditions whose existence 
we could not have anticipated. Prom- 
inent among these conditions would be 
what for want of a better term might 
be called “the. personal equation.” 
‘People enter into the transaction of in- 


‘surance in many ways, and the theo- 


retically perfect system simply would 
not work until suitable provision had 
been made to take account of the many 
expressions of human nature which are 
given an opportunity to manifest 
themselves in the practice of insurance. 


Ortcin or Term “Morau Hazarp” 


In the early days of fire insurance, it 
was discovered that the principal ad- 
verse human factor was a desire on the 
part of a few to make a profit at the ex- 
pense of the insurance carrier. In- 
surance is not intended to provide a 
profit to those who enjoy its benefits. 
Its fundamental purpose is indemni- 


` fication. If property is destroyed by 


fire, the owner should receive its equiv-. 
alent in cash or have it replaced in 
kind. To permit aby other result 
would be to impair seriously the use- 
fulness of the insurance principle. 
Therefore, the practices which permit- 
ted dishonest policyholders to obtain 
illicit profit from their insurance pro- 
tection were frowned upon as striking 
at the very foundation of the institu- 
tion of insurance. They were consid- _ 
ered immoral; and this undesirable 
element in the insurance transaction 
became known as “moral hazard.” 
Fire insurance executives learned 
that they had not only to combat phys- 
ical hazards but moral hazards as well, 
and various safeguards were devised 
for this purpose. The interpretation 
as warranties of certain essential in- 
formation required of policyholders, 
the practice of coinsurance, the utiliza-- 
tion of deductible coverages, the pro- 
hibition against overinsurance, the 
insistence upon an insurable interest 
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and fire prevention—these and many 
other present practices may be traced 
more or less directly to early encounters 
with that group of intangible condi- 
tions called “moral hazard.” 


Term “Morar Hazarp” ADOPTED , 
BY CASUALTY [INSURANCE 


Then came casualty insurance. 
Here, also, the personal equation forced 
itself upon the attention of insurance 
executives, and it was natural that 
they should appropriate the term 
which their fire insurance associates 
_ had coined for the adverse influences of 
human nature upon the insurance 
transaction. Thus “‘moral hazard” 
was adopted into casualty insurance 
nomenclature. This was unfortunate, 
since immorality for personal profit is 
only one manifestation of human nature 
that plagues casualty insurance carriers, 
and a more comprehensive term, there- 
fore, would be more expressive. 

In fire insurance, the property of the 
policyholder is covered. What he does 
or fails to do, and his personal attitude 
are therefore important considerations. 
In casualty insurance, not only are the 
actions and the attitudes of many 
persons other than the policyholder 
brought into play, but the possibilities 
for human interference with the smooth 
functioning of insurance are greater. 
That some broader term, such as “per- 
sonal hazard” or “human hazard,” 
would be preferable, will be apparent 
from a brief review of the manifesta- 
tions of human nature which may be 
` encountered in casualty insurance prac- 
tice. 


ANALYSIS OF PERSONAL HAZARDS 


Dishonesty, of course, ranks first. 
The policyholder may misrepresent his 
risk, conceal vital information, fake an 
accident, present an extravagant claim, 
falsify an audit, bribe an inspector to 
make an improper survey of his risk, 
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or maintain records calculated to mis- 
lead the insurance carrier. The claim- 
ant, whether policyholder or not, may 
present claims which are unwarranted, 
he may malinger if his claim is for per- 
sonal injury, or may “pad” his claim 
or otherwise seek to obtain more than 
he is entitled to if his claim is for prop- 
erty which has been lost, stolen, dam- 
aged, or destroyed. The unscrupulous 
attorney may organize a claimant’s 
ring, manufacture testimony, and bribe 
witnesses and jurors. Where the in- 
tegrity of some person other than the 
policyholder is vital, losses may be 
produced or enlarged by dishonesty on 
the part of such person, as, for example, 
where a trusted servant misappropri- 
ates his master’s property to his own 
uses, 

These examples indicate the many 
opportunities that exist for creating a 
claim, for avoiding the payment of a 
just obligation, for attempting to ob- 
tain benefits where no recovery what- 
ever is justified, or for attempting to 
obtain greater benefits than the facts 
would warrant. 

Then, there are characteristics pos- 
sessed by those who may cause the 
misfortune insured against, or magni- 
fy its effect. Ignorance, indifference, 
carelessness, recklessness, and hostility 
fall into this category. One employee 
may be ignorant of the hazards of his 
employment and sustain a serious in- 
jury; another, having sustained a slight 
injury, may ignore a rule requiring 
first aid to be given, and develop an in- 
fection out of all proportion to the 
initial cause. The employer may be. 
indifferent to preventive measures, and 
maintain a plant replete with condi- 
tions hazardous to his workmen; or, if’ 
the employer’s attitude is favorable to 
safety, an indifferent foreman or super- 
interident may completely nullify the 
effect of safety measures by failing to 
administer them properly. 
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The policyholder whose property is 
insured against burglary, theft, or rob- 


‘bery may not only flaunt his wealth 


before’ those. who might steal it, but 
may also be extremely careless and 
neglect to take the simplest precau- 
tions to protect it. `The automobile 
driver may operate his car with reck- 
less abandon or criminal negligence, 
and endanger the lives of all who cross 
his path. The hostile jury, prejudiced 
in favor of the plaintiff, may bring in a 
verdict entirely out of keeping with the 
testimony. These are attitudes of 
mind which may appear in persons of 
normal physical and mental attain- 
ments. . 

Next are those characteristics whic 
have the same general effect but are 
caused by physical or mental unbal- 
ance or impairment. The person who 
is defective physically or mentally may 
possess some or all of the attributes 
mentioned in the previous classifica- 
tion; but he will present other distinc- 
tive hazards as well. The habitual 
drunkard or the mental incompetent 
would not be insurable for automobile 
insurance; nor could automobile insur- 
ance be safely sold to the person who 
has lost sight, hearing, or‘the complete 
use of some important member of his 
body. The diabetic or tubercular 
patient is uninsurable for accident or 
health insurance. Where social dis- 
eases are prevalent, the transaction of 
workmen’s compensation or employ- 
ers’ liability insurance is fraught with 
unusual danger, because trivial in- 
juries are greatly magnified. The 
careful underwriter would hardly ven- 
ture to write burglary, theft, or robbery 
insurance for an establishment special- 
izing in the attempted reformation of 
confirmed criminals who had served 
time in penal institutions. 

These are only a few of the factors 
introduced by the persons who partici- 
pate in one or another phase of the 
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insurance transaction. Their nature 
makes the personal hazard elusive, 
indeterminate, intangible. It bobs up 
in the most unexpected places. Where 
its presence is suspected, it fails to 
materialize. Yet it is obvious that 
there can be no measure of success in 
insurance practice unless the personal 
hazard is detected and suitable safe- 
guards are erected to prevent its insid- 
ious influence from impairing the 
functioning of the theoretically perfect 
system. 


- Mernops EMPLOYED TO COMBAT 
Personar HAZARDS 


The battle against personal hazard 
is a continuous one. It is waged 
incessantly in every sector of the insur- 
ance transaction. The plan of cam- 
paign has been developed after years 
of experience. It is not perfect; but 
then who can claim perfection for any 
phase of insurance procedure at this 
stage of our career? 

We begin with the agent who pro- | 
duces the business. There are so 


‚many opportunities for agents to 


place undesirable business upon the 
books of insurance carriers, at least 
temporarily, that the qualifications and 
the standing of the agent are extremely 
important. Agents should be selected 
carefully, after thorough investigation 
of their ability, integrity, finances, and 
past experience, the character of their 
clientele, and .the class of business 
transacted. There is a remarkable 
variation in loss ratio between agents in 
a given community,. which demon- 


‘strates the necessity for selection. In 


fact, “underwriting of agents” is fully 
as important as underwriting of risks. 
Next comes the policyholder. .At 
the outset it is the business of the 
underwriter to judge whether the 
policyholder is the type of person who 
should be insured. For this purpose 
the underwriter requires all the facts. 
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he can lay his hands on. These he 
obtains from the agent, from the in- 
spection and engineering department of 
his carrier, and from outside investi- 
gating agencies. It is impossible to 
have too much information, for some- 
times the clue to an undesirable human 
factor is found in what to the uniniti- 
ated might appear to be a compara- 
tively unimportant fact. If possible, 
the underwriter should be able to 
review the past experience of the 
policyholder and to form an impression 
of his conduct and attitude toward 
previous insurance carriers. 


Only when the record is reasonably’ 


clear should the risk be written. But 
even then the process must continue. 
Not only the underwriting, but the 
other departments of the carrier as 
well must be alert to detect suspicious 
developments which may justify the 
cancellation of the risk or the erection 
of additional safeguards. The first 
sign of trouble may occur in the claim 
department, where an unreasonable or 
fictitious claim is reported; or in the 
inspection department, where an ad- 
verse attitude toward prevention may 
manifest itself; or in the audit depart- 
ment, where a dishonest attempt to 
avoid disclosure of the proper exposure 
figures may be detected. The ability 
to discover promptly the existence of 
an influence working against the in- 
terests of the carrier may avoid a 
substantial loss. 


Tur POLICYHOLDER’S ASSOCIATES 
INVOLVED 


. Those immediately surrounding the 
policyholder also require attention. 
Much the same procedure applies here. 
The collection and the analysis of 
every scrap of available information 
are required. If members of the 
policyholder’s family enter into the 
transaction—as, for example, in bur- 
glary insurance, where the property of 
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all residing in the named policyholder’s 
household is covered; or in automobile 
insurance, where the omnibus clause 
extends coverage to all who may use 
and operate the insured automobile 
with the knowledge and consent of the 
owner—they must be investigated 
fully as carefully as the policyholder 
himself. Or superintendents, foremen, 
and business associates must be investi- 
gated because they play an important 
réle, as, for example, in workmen’s 
compensation insurance, where the risk 
may vary according to the attitude of 
those who control the process and 
supervise the workers. If housekeep- 
ing is poor, if the workmen are driven, 
if discipline is lax, or if the supervisors 
are incompetent or indifferent, the 
hazard inevitably increases. 

Claims may arise from persons other’ 
than the policyholder and those im- 
mediately surrounding him. Claim- 
ants and those serving and advising 
them, such as doctors and attorneys, 
constitute the next class to be con- 
sidered. Here the task falls largely 
upon the claim department. An elab- 
orate system is utilized to develop the 
facts necessary to an intelligent treat- 
ment of claims. Not only does each 
carrier act individually, but facilities 
are available for joint action and for an 
exchange of information between car- 
riers—a precaution designed to prevent 
the victimization of one carrier after 
another. 


EDUCATING THE PUBLIC 


Finally, the general public enters the 
picture. Here education is required to 
change the popular conception that 
insurance carriers are fair prey. An 
effort should be made to inculcate upon 
the public mind respect for the func- 
tions of insurance by frankly dis- 
seminating knowledge which will place 
the problems of the carriers before the 
people. i 
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Some of the points which should be 
driven. home are: that policyholders 
make their own rates; that unreason- 
able and crooked claimants produce 


cost that all must bear; that unscrupu- . 


lous attorneys are enemies of society; 
that the unsafe person is a menace not 
only to himself but to the community 
as well; that the juror who is hostile to 
the insurance carrier is really venting 
his spleen upon himself and his fellow 
insurers; that the legislature, when it 
imposes unfair and unreasonable re- 
quirements upon insurance carriers, 
hampers a business indispensable to the 
free flow of credit and therefore im- 
pedes the development of trade and 
commerce; that dishonesty does not 
pay; that it is possible to enjoy more 
adventure in life by being careful than 
by being careless; that the safe plant is 
the efficient plant; and, finally, that 
insurance is a palliative: it deals 
primarily with results, and while the 
carriers will exercise themselves in the 
field of prevention to the full extent of 
their energies, in the final analysis the 
public must assume the responsibility 
for curing the real evil, which is the 
oceurrence of the misfortunes. 


CONCLUSION 


Does this exposition strike the 
reader as lacking in definiteness? If 
it does, the author can only say in 
extenuation that the fault lies with the 
nature of the subject. Personal hazard 
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is so elusive and intangible that it is 
difficult to put one’s finger on it. Yet it 
is a real menace. It can destroy the 
value of an individual insurance trans- 
action. Potentially, it is powerful 
enough to bring disaster to an insurance 
carrier. Eternal vigilance is the only 
attitude to assume with reference 
to it. 

Our methods of combating personal 
hazard are admittedly inadequate. In 
striving to improve them, our wits and 
intelligence will be matched against 
the wits and intelligence of extremely 
shrewd and resourceful people who will 
probably always find a way to circum- 
vent our safeguards. The full force 
of our persuasiveness and ingenuity 
will be required to promote proper atti- 
tudes toward insurance practices and 
toward the misfortunes underlying 
them. The efficiency of our methods 
of acquiring facts, placing them at 
the disposal of insurance carriers, and 
drawing proper inferences from them 
must be measurably improved. 

Tf, after doing all these things, we 
discover that the personal element is 
under reasonable control, it is one 
insurance man’s opinion that we shall 
not have labored in vain. We shall 
never eliminate personal hazard, be- 
cause human nature will always find 
new ways to express itself. Our 
permanent task is to confine it within 
boundaries, such that its effect will not 
jeopardize our entire business. 


G. F. Michelbacher has been vice-president and secre- 
tary of the Great American Indemnity Company since 
its organization in 1926, and is general supervisor of un- 
derwriting and production. He was formerly secretary 
of the National Council on Workmen’s Compensation 
Insurance and held successively the positions of statisti- 
cian, actuary and secretary-treasurer of the organization 
now known as the National Bureau of Casualty and 


Surety Underwriters. 
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‘Conservation in Casualty Insurance 


By Ausert W. WHITNEY 


HE field of insurance and the field 

of prevention overlap; each is part 
of the other. Six years ago Mr. 
David Van Schaack in a volume of THE 
Annars that was devoted to “Indus- 
trial Safety” discussed the relation of 
casualty insurance to accident preven- 
tion.! I am discussing exactly the con- 
verse subject, namely, the relation of 
accident prevention to casualty in- 
surance. 

Insurance is primarily distributive. 
It is a system of collecting contribu- 
tions from those who are exposed to a 
hazard, and distributing the funds so 
collected to those who have suffered 
the misfortune. 


INSURANCE AS CONSERVATION 


Insurance has primarily to do ‘not 
with the prevention of the misfortune 
but with the prevention of the effects 
of the misfortune. It may happen, 
however, “that certain work can be 
done by the insurance company which 
will have the effect of preventing or 
postponing the incidence of the mis- 
fortune itself. Such work will have an 
economic justification if the saving 
that is thus effected through the non- 
payment of losses is greater than the 
cost of carrying on such preventive 
work. Any such work that is eco- 
nomically and socially sound and that 
meets with the approval of the assured 
not only may very properly become 
part of the regular functions of an in- 
surance company but should of neces- 
sity do so. There thus grows up in 


1Van Schaack, David, “The Part of the 
Casualty Insurance Company in Accident Pre- 
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insurance, as a correlative part of its 
primary function, a secondary func- 
tion; and this secondary function may 
in some cases turn out to be more im- 
portant than the primary function 
itself. 

Insurance, in the larger, more mod- 
ern sense, becomes then a system by 
which contributions, collected from 
those who are exposed to a hazard, are 
used partly for activities that are 
designed to prevent the misfortune and 
partly to compensate those who suffer 
loss in those cases where the misfortune 
has proved to be unpreventable. 


THE IMPORTANCE OF CONSERVATION 


The importance of this secondary 
function differs greatly with different 
types of insurance, for the opportuni- 
ties for carrying on such work on an 
economic basis are far greater in certain 
fields than in others. In some few 
cases the hazards insured against are 
quite definitely “‘acts of God” and are 
for the most part beyond the reach of 
human influence. Cyclone insurance 
and hail insurance undoubtedly belong 
in this category; although even here, 
certain preventive activities that will 
help to obviate the destructive effects 
of such happenings can doubtless be 
undertaken. 

There are also differences in the de- 
velopment of preventive activities in 
various types of insurance that are due, 
not so much to an inherent difference 
in possibilities as to an inertia in taking 
advantage of these. Such a field is 
life insurance. Life insurance is un- 
doubtedly destined to experience a fur- 
ther development along conservational 
lines. 


145 


146 


The outstanding example of what 
can be done in the development of the 
secondary function of insurance is 
steam-boiler and machinery insurance. 
In this field, between three and four 
times as large a part of the premium 
is paid out for preventive activity, 
chiefly in the form of inspection, as is 
spent in the payment of losses. This 
is a case, therefore, where the second- 
ary function- of insurance has become 
much more important, measured in the 
amount of money. expended, than the 
primary furiction. Elevator insurance 
is another field in which preventive 
activity has become more important 
than distribution. 


AN UNDERDEVELOPED FIELD 


It is undoubtedly true in general 
that preventive activities in insurance 
‘are still greatly underdeveloped. The 
philosophy upon which much of our 
action is based is a primitive philoso- 
phy in which the misfortunes of life 
are looked at as inevitable. “Acci- 
dents will happen,” “Man was born to 
trouble as the sparks fly upward,” 
and . innumerable similar aphorisms 
express an attitude toward life that is 
largely based upon resignation. In- 
surance was developed not with the 
idea of preventing these “inevitable” 
misfortunes but as a means of spread- 
ing their incidence—as a more system- 
atic method for accomplishing much 
the same results, as philanthropy. 

In recent years, however, with an 
amazing speed of development, we 
have come into a remarkable control 
over the physical forces of the world, 
so that many things that used to be 
thought of as’ inevitable are now well 
within our control. We have however 
by no means accommodated ourselves 
-to this situation; the philosophy of 
resignation still governs our actions to 
a very considerable extent. 

One of the last strongholds to capitu- 
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late has been the ‘field of accidents. 
The inevitability of accidents has been 
a difficult idea to unseat from domina- 
tion over the human mind. It has 
been only through actual accomplish- 
ments so astonishing and so widespread 
as to eliminate chance, that the hold 
of this idea has been broken. In the 
field of industrial accidents many 
plants have cut their accidents 80 and 
90 per cent, and no-accident records 
in comparatively hazardous industries 
that have run into millions of man 
hours are no uncommon occurrence. 

Among more intelligent employers 
the philosophy that “accidents will 
happen” has yielded finally to a philos- 
ophy that accidents, like other elements 
of the physical problem, are subject to 
a very high degree of control. This 
has already had its effect in a very 
considerable shifting of insurance ac- 
tivity from distribution to conserva- 
tion, and this is being reflected in the 
make-up of insurance rates, a larger. 
part of the premium now going for ` 
preventive activities. 


THE Insurance Company as PRE- 
VENTIVE SPECIALIST 


Even after it has been granted that 
preventive activity in a particular case 
is on a sound economic basis, the ques- 
tion still remains why such activity 
should be undertaken by the insurance 
company rather than by the assured. 
In some ways the assured is in a better 
position to do effective work than the 
insurance company; he is, for instance, 
in closer contact with the situation. 
The insurance company, however, has 
certain very great advantages on its 
side. The most important of these is 
the fact that it is carrying ‘such a. 
large number of risks that it can afford 
to set up a staff of technical experts 
and put in the other machinery neces- 
sary for producing results. The in- 
surance company can make itself a 
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fully equipped specialist in prevention, 
with all the facilities for doing research, 
making inspections and surveys, and 
organizing and directing conserva- 
tional work. This would be quite out 
of the question for the ordinary as- 
sured, who nevertheless very much 
needs expert service of this kind. 

Furthermore, an insurance company, 
either by itself or acting with associ- 
ated companies, can frequently afford 
to institute preventive activities that 
affect a whole community and that 
must, in the very nature of things, have 
this larger field of application. Exam- 
ples of such activity for the community 
as a whole are much of the health work 
of the Metropolitan Life Insurance 
Company, the work.of the National 
Board of Fire Underwriters in its fire 
protection surveys of cities, and the 
work of the National Bureau of Cas- 
ualty and Surety Underwriters in the 
field of safety education and reduction 
of traffic accidents. 


Tue Economics or CONSERVATION 


The question of whether such pre- 
ventive activities are on a sound: eco- 
nomic basis is a pragmatic question of 
fact in each particular case. 

In this connection a nicer analysis 
should be made of the economic prob- 
lem that is involved in carrying on 
conservational work. What becomes 
of the savings that result from conser- 
vation? Itis evident that the savings 
effected when such work is started go 
totheinsurancecompany. This, how- 
ever, is not the situation ultimately. 
Rates are based ‘upon a record of losses 
experienced. If conservational activi- 
ties are such as to produce a saving, 
this will show in the loss experience and 
finally will have its effect in a reduction 
in the rates. This reduction in the 
rates, however, will take place only 
after several years, because of the nec- 
essary time lag between experience 
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and the going into effect of the rates 
that are based upon that experience. 
From that point on, the savings made 
through conservation go. not to the 
company but to the assured, through 
this reduction in rates. 

At the same time, however, that the 
experience improves, the expense in- 
curred in carrying on conservational 
activity is registered in the experience 
also, and the assured pays for this 
through an increased expense loading. 
Conservational activity which is ini- 


‘tiated by the company primarily be- 
cause of the saving that accrues to the 


company is finally continued on a fee 
basis, all of the direct benefit going to 
the assured. This has been very not- 
ably the case in steam-boiler insurance, 
where the assured knowingly and will- 
ingly pays a large fee for the service 
that he gets in the systematic inspec- 
tion of his boilers. : 
The situation is still more compelling 
if the insurance company is confronted 
by a rising loss ratio. In the case of a 
continually rising loss ratio, because of 
the time lag between the experience and 
the rates, the rates will always be in- 
adequate—unless trend is taken into 
account, and there are considerable 
difficulties in doing this. There is 
therefore every reason, in a line in . 


‘which there is an increasing loss ratio, 


for the companies to institute activi- 
ties that will convert this increasing 
loss ratio either into a falling loss ratio 
or at least a static condition. 


Worx Done BY CASUALTY INsuRANCE 
COMPANIES 
The most notable conservational 
work actually done by the casualty 
companies is as follows: 


Steam-boiler insurance— 


By far the most outstanding accom- 
plishment is that in the steam-boiler 
and machinery fields. Here, not only 
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the direct cost of an explosion but also 
the frightfulness of the catastrophe 
and its indirect costs provide induce- 
ments for carrying on such work. The 
hazard here is the furthest possible re- 
moved, from being an “act of God.” 
The conditions are almost wholly un- 
der human control. What is necessary 
in order to keep a boiler in condition is 
known and the situation can be kept 
well in hand through periodic inspec- 
tions. ‘Similar work is being done by 
the steam-boiler companies in the ma- 
chinery field in general, and particu- 
larly as respects the hazards of steam 
turbines, engines, and fly-wheels. 


Elevator insurance— 


The developments in the field of ele- 
vator insurance closely parallel those in 
the steam-boiler field. A simple sched- 
ule rating plan is also in effect which 
gives credits particularly for the pres- 
ence of interlocks and car gate con- 
tacts. 


Workmen’s compensation insurance— 


The workmen’s compensation field 
is that field which has recently been 
most conspicuous from a conserva- 
tional point of view. Here schedule 
rating has been particularly impor- 
tant. Schedule rating, by making it 
possible for an employer to pay for 
putting his plant into condition by 
means of his insurance savings, has 
been a tremendously potent influence. 
In fact, the rating system of the cas- 
ualty insurance companies is generally 
credited with having been the most im- 
portant influence in bringing about bet- 
ter conditions in the early days of the 
industrial safety movement. 


- Emphasis on human factor— 

It is a significant fact that schedule 
rating has now largely outlived its 
usefulness. ‘This means that its work 
has been very largely accomplished 
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and that the field has been fairly well 
cleared for an attack upon the larger 
problem, safety in relation to human 
behavior. The insurance companies 
anticipated this second phase of the 
movement by putting in a rating sys- 
tem which measured not merely physical 
condition but the human factor as well 
—experience rating. Experience rat- 
ing is a system by which the individual 
risk is credited or debited according to 
its own experience, the credibility of 
the risk experience as a function of size 
being taken into account. Under this 
system a large risk is rated entirely on` 
its own experience, 

While, as stated, these two systems 
of rating have had an economically 
important effect upon the accident 
situation, it is significant that the em- 
phasis has already changed from the 
direct cost of accidents as reflected in 
the insurance rate to something more 
fundamental. Research has shown 
that the indirect cost of accidents is 
several times greater than the cost that 
is incurred in the payment of work- 
men’s compensation. These indirect 
costs, that arise out of such things as 
disruption of business, loss of time, and 
disturbance of morale, cannot be in- . 
sured against. Because of this and 
because safety is so closely correlated 
with efficiency of production and other 
qualities that are important in the right 
running of an industrial plant, safety 
is a condition that is highly desirable 
quite aside from any reduction in pre- 
mium. Safety is being “sold” to the 
employer by the insurance companies 
today far more effectively and gen- 
erally because of the improvement in 
plant conditions that goes with safety 
than because of the mere lowering of 
insurance costs. i 

The safety activity of the insurance 
companies in the industrial field is 
therefore coming to be more and more 
that of furnishing expert technical ad- 
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vice on how to organize a plant both 
from a physical and a human point of 
view so as more efficiently and effec- 
tively to carry out the purpose in hand, 
the elimination of accidents being only 
one of the ways in which the effect of 
such work is shown. 

It is noticeable that the type of man 
that the insurance companies are using 
in the safety field is changing. In- 
stead of being of the inspector type, a 
man primarily engaged with purely 
physical conditions, he has become a 
much more all-round person, whose 
dealings are largely with executives 
and whose activities are largely di- 
rected toward human problems of 
organization and administration. 

A comparatively new element has 
come into the modern safety move- 
ment, both in industry and traffic, 
with the greater emphasis that is being 
given to the human side of the prob- 
lem, in a recognition of the fact that 
there are great differences among peo- 
ple in their proneness to accident. 
This has found a practical application 
in the development of better methods 
for the selection of employees, but, still 
more important, in the development of 
intensive methods of reëducation. 


Automobile insurance— 


Traffic as a field for conservational 
activities has still more recently sprung 
into importance. The deaths from 
motor vehicles are now more than 
twice the accidental deaths in industry, 
excluding those industrial deaths that 
are caused by automobiles. This has 
been reflected insurancewise in a vol- 
ume of business which is now larger 
than that of workmen’s compensation. 

The automobile safety problem can- 
not be attacked on an individual basis 
through insurance as successfully as 
can industrial safety. The premiums 
are smaller and there are no such 
tangible things to take hold of. So far 
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as is feasible, the rating methods that 
have proved successful in rating work- 
men’s compensation insurance have 
been adapted to the motor vehicle 
field. Both schedule rating and ex- 
perience rating are being used in the 
case of garage risks and fleet risks. 
Efforts are being made to develop a 
successful merit rating plan that shall 
be based upon the experience and the 
character of the individual driver. 
Research has shown that there are large 
differences between individual drivers 
that can be made the basis for such a 
system. The difficulties up to the 
present time in the development of 
such a plan have been practical admin- 
istrative difficulties, largely connected 
with the problem of selling. 

Most of the work of the insurance 
companies in the traffic field has had to 
be done broadcast, through the distri- 
bution of printed material and the dis- 
play of posters, and in other similar 
ways. These characteristics make it a 
field that is peculiarly well adapted to 
attack through combined effort. 


Employers’ liability and public liability 
insurance— 

The methods that have proved effec- 
tive in the field of workmen’s com- 
pensation have so far as possible been 
adapted to the employers’ liability and 
public liability fields. 


Burglary insurance— 


In burglary insurance, large credits 
are given for the installation of electric 
burglar alarms and bandit-resisting 
inclosures, and for the superior con- 
struction of safes, the use of tear gas, 
and the presence of watchmen. Even 
the presence of a dog on residence 
premises is the occasion for a credit. 
Codperation between the insurance 
companies and the American Bankers 
Association has been helpful in the de- 
velopment of the so-called “Vigilante 
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movement” in certain parts of the 
country. Experience rating is also- 
used in burglary insurance. 


COMBINED ACTIVITIES 


Wherever the conditions in the in- 
dividual risk are such that they can be 
reached either through .an individual 
rating system or through individual 
service such as inspection service or 
consulting service, an insurance com- 
pany can deal with the safety problem 
on a risk basis; but there are many 
parts of the safety field that in the very 
nature of things require action that is 
general in character. No one casualty 
company has a sufficient spread of ex- 
perience to make such general efforts 
economically sound on the basis of the 
saving that it will thereby experience 
individually. It is therefore peculiarly 
a field where united effort is desirable 
either on the part of all insurance 
carriers or on the part of a sufficiently 
large group to warrant the expense in 
the actual returns that will be secured 
on the business controlled by the group. 

No conservational work has been 
carried on by all carriers combined. 
There are inherent difficulties in the 
way of any such entirely general at- 
tack upon the problem, the chief of 
which is that work in the safety field is 
regarded by the companies as impor- 
tant from a competitive point of view. 
Competition in rates and competition 
in commissions, both of them inimical 
in their results, have been largely elimi- 
nated from insurance; and it is there- 
fore particularly important to retain 
those fields in which there can be legiti- 
mate competition that will be pro- 
‘ductive of social results. 

So far as I know, practically all the 
safety activities that have been main- 
tained on a group basis by casualty 
insurance companies have been carried 
on through the National Bureau of 
Casualty and Surety Underwriters. 
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These have consisted in: the promotion 
of safety education in the schools, both 
directly and through the Education 
Division of the National Safety Coun- 
cil, whose work has been ‘supported by 
the Bureau; help in the organization 


and maintenance of safety activities 


in local communities; a study of the re- 
lation between industrial safety and 
efficiency of production, made through 
the American: Engineering Council; 
a study of benzol‘ poisoning, made 
through the Chemical Section of the 
National Safety Council; the compila- 
tion and publishing of a handbook of 
industrial safety standards; the devel- 
opment and operation of rating sys- 
tems and particularly merit rating 
systems; study of the traffic hazard . 
and dissemination of information with 
regard to traffic control, traffic en- 
forcement, and safety features in the 
building of roads and the building of 
automobiles; the initiation and organi- 
zation of campaigns for the inspection 
of automobiles, known as Save-A-Life 
campaigns; the maintenance of a series 
of graduate fellowships for the study of 
problems of safety education, safety in 
the home, safety and health in camp- 
ing, safety in high school and college 
athletics, and other subjects in the 
safety field; the publication of a series 
of monographs embodying the results 
of these and other studies; the prepara- 
tion of a manual for the American 
Legion on community safety activi- 
ties, and the codperation with this or- 
ganization in the promotion of such 


work through its Posts and Auxiliaries;, 


the development and promotion of 
safety poster campaigns for various ` 
industries such as the oil industry and 
the automobile industry; the promo- 
tion of traffic safety through member- 
ship in the National Conference on 
Street and Highway Safety (the Na- 
tional Association of Mutual Casualty 
Companies is also a member of this 
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body); a study made through the Yale 
Institute of Human Relations on the 
personality element in automobile 
accidents; the preparation of bibliogra- 
phies on various subjects in the acci- 
dent prevention field; the carrying 
on of research in the steam-boiler and 
elevator fields; coöperation with the 
Underwriter Laboratories in the 
standardization of preventive equip- 
ment; and a study of traumatic sur- 
gery made through the American 
College of Surgery. 


SAFETY CODES 


_ An important movement which has 
been largely sponsored by casualty in- 
surance companies is the development 
and the introduction into use of safety 
codes.. This movement had its origin 
in the necessity for standards for use in 
connection with schedule rating. At 
present there are about forty-five such 
codes that either have been completed 
or are in process of construction 
through the American Standards As- 
sociation. A part of the problem that 
is of equal importance with the forma- 
tion of such codes is their introduction 
into use, and in this field also, the cas- 
ualty insurance companies have been 
active. 


ALLEVIATION 


Closely allied to the prevention of 
misfortune is the important field of 


mitigation and ‘alleviation of the mis- 


fortune after it has occhrred. This 
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in casualty insurance is mostly a prob- 
lem of medical and surgical treatment. 
Nearly a third of the workmen’s com- 
pensation pure-premium goes for medi- 
cal and hospital attention. Much 
needs to be done to raise the level of 
traumatic surgery. A better grade of 
medical attention in this field may or 
may not lower the sum total of what is 
being paid for medical and hospital 
treatment, but in any case it will have 
the effect of very greatly reducing the 


- after effects of accidents and hence less- 


ening suffering and incapacity and 
consequently reducing the amount of 
money that will need to be paid out 
for claims. An important start has 
been made in the development of 
this field, but there is much left to 
be done. 


CONCLUSION 


Business is on trial today as never 
before. The publie will increasingly 
demand not merely that it be carried 
on with justice and fairness but also 


‘in such a way as to produce social 


results. No business has a better 
chance to show what it can do along 
these lines than insurance. If insur- 
ance, in carrying out its primary 
function of preventing the effects of mis- 
fortune, can show that it can also be 
an important factor in the prevention 
of misfortune itself, it will have made 
a very heartening demonstration in a 
world that sorely needs better solutions 
of its very serious problems. 
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tigated fire insurance in New York State 1910-1911. 
He is a Fellow of the Actuarial Society of America and ` 
of the Casualty Actuarial Society; member of the 
American Mathematical Society; and vice-president in 
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Developments in the Field of Fire Prevention 


By Ricuarp E. Vernor 


HE story of the development of 

fire prevention in the past decade 
cannot be told accurately in terms of 
fire insurance activities alone, nor can 
it be related in this brief space in any- 
thing but an extremely sketchy man- 
ner. Volumes could be written upon 
the major contributions of science and 
invention to the improvement in fire- 
resistive construction materials and in 
various fire protection and equipment 
devices. But even a cursory investi- 
gation of what has taken place during 
that period will convince the student 
that-the contribution of the institution 
of insurance to fire safety has been a 
vital one, and that through the inter- 
locking of its interests with a myriad of 
those of both a governmental and a 
private nature, it has voluntarily de- 
voted. itself to a most creditable dy- 
namic public service. 

Slowly but surely the American peo- 
ple are developing a fire-safety con- 
science, not only because of the tragic 
record of deaths and injuries from pre- 
ventable fires, but also from a dawning 
realization of the economic significance 


of fire waste; for aside from the actual . 


physical property destruction itself, 
there are often also disastrous effects 
‘ touching unemployment, savings, taxes, 
credit, buying power, good will, inter- 
ruption of production. schedules, and 
countless other indirect reactions. For 
instance, a recent fire prevention engi- 
neering survey of Boston resulted in the 
statement that these losses are prob- 
ably two or three times the amount 
represented by the mere damage to 
physical property. 

Amid all of the increased activity on 
the part of non-insurance groups, the 


institution of fire insurance has spon- 
sored an ever widening program of 
conservation, “fully realizing its natu- 
ral obligation and fitness to handle the 
matter,” at the same time codperating 
with every worthy national, state, and 
local medium for furthering the reduc- 
tion of fire waste. Therefore, before 
discussing the development of the fire 
prevention machinery of insurance it- 
self, the stage should be set with refer- 
ence to some of the other influences 
with which insurance codperates. 


GOVERNMENT ACTIVITIES 
The National Government— 


It has now become customary for the 
President to issue an annual National - 
Fire Prevention Week proclamation, 
the week always including October 9, 
the anniversary of the great Chicago 
fire. The Secretary of Agriculture 
customarily issues a similar one. Thus 
a tremendous impetus is given to the 
fire prevention movement. Through- 
out the lard, fire insurance throws its 
full support toward making the ob- 
servance effective. 

The Department of Agriculture has 
lately done-effective work in the study 
of spontaneous heating and ignition, 
fumigation, and dust explosions, and in 
many other phases of fire-safety, with 
particular reference to rural interests. 
The United States Bureau of Standards 
has also contributed numerous tests 
and investigations, one of the most 
colorful of which had to do with the 
automatic sprinkler protection of air- 
plane hangars. Insurance engineers 
and others have given their full co- ` 
operation to these undertakings and 
have assisted materially, not only in 


152 


~ DEVELOPMENTS IN THE FIELD or Fire Prevention 


planning some of the tests, but also in 
the dissemination of: information re- 
sulting from them. 

The United States Forest Service has 
developed an effective program in fire 
prevention. More recent steps taken 
by the National Government along 
fire prevention lines are the creation of 
the Federal Fire Council (April 1930), 
functioning in an informative and ad- 
visory capacity to the various Govern- 
ment departments, and the Federal 
Board for Vocational Education, which 
has recently prepared a textbook on 
fire-department training, and is at- 
tempting to promote special courses 
for firemen. 


The State Governments— 


The governors of practically all of 
the states issue Fire Prevention Week 
proclamations, following that of the 
President. State departments of con- 
servation have contributed much to the 
prevention of forest fires. For ex- 
ample, there has not been a single fire 
in any of the Michigan state parks for 
several years. State fire marshal de- 
partments have concentrated upon 
inspections, education, arson investiga- 
tion, and firemen’s training. Many 
states now require fire prevention in the 
school curriculum, and much of the 
official material has been prepared 
under the direction of these officials and 
state departments of education. 

State universities have done their bit. 
Eight years ago Iowa State College 
and the University of Illinois developed 
the first short courses for firemen, 
conducted through their engineering 
extension departments. The idea has 
since spread until in 1981 nearly 
ten thousand firemen attended these 
courses in some thirty states. Fire 
insurance has contributed its full share 
in this development, not only heading 
up a national committee to promote 
this idea, but often furnishing sugges- 
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tions for planning the programs and 
frequently supplying qualified engi- 
neers and other speakers as instructors 
for them. 

State legislatures have in many cases 
been helpful with laws safeguarding life 
and property. For example, the Model 
Arson Law sponsored by the Fire Mar- 
shals’ Association of North America 
has been adopted in twenty-nine states. 


Local governments— 


Local governments have become ac- 
customed to turning to insurance for 
advice in solving their problems of fire 
prevention and fire control, and the 
service of insurance engineers in this 
connection has been a great influence 
for fire safety. 

Modern fire departments in many 
instances are valuable fire prevention 
machines; a number of them now 
maintaining their own drill schools. 
Fire prevention bureaus within the de- 
partments have accomplished some of 
the most outstanding results. 

The increasing contribution of local 
public school systems should be men- 
tioned, for here the fundamentals of 
fire prevention are most easily and 
lastingly ingrained in the minds of a 
considerable portion of the population. 
Without attempting any selfish propa- 
ganda, insurance has supplied much 
indispensable data for school use as 
well as a great army of speakers for 
special assemblies, motion pictures, ` 
home inspection blanks, and prizes for 
contests of various types. 


Private ACTIVITIES 
National groups-— 

Organized in 1895, the National Fire 
Protection Association makes stand- 
ards for fire protection, which require 
constant revision to keep step with 
progress in science, invention, and the 
industrial arts. These standards are 
made by some forty committees of 
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. representatives of the 150 member 
organizations and 4,300 associate mem- 
bers, including technical men from 
many industries, and are recognized as 
authoritative, being published by The 
National Board of Fire Underwriters. 
These representatives are mostly fire 
prevention engineers. 

Aside from the technical nature of 
the National Fire Protection Associa- 
tion, an invaluable library of fire-pro- 
tection and fire-prevention literature is 
maintained and made available to 
members and others. Within the past 
decade a field service designed to 
stimulate interest in community fire 
prevention problems has been estab- 
lished. This service recently com- 
pleted a survey of all of the Federal 
penitentiaries in coöperation with the 
Federal Fire Council. Among several 
special committees, one literally super- 
vises the machinery for observance of 
International Fire Prevention Week, 
the committee lately creating an inter- 
city contest covering the week’s ac- 
tivities. A substantial portion of the 
membership and the leadership of this 
organization is contributed by the fire 
insurance business. 

The National Fire Waste Council 
consists of twenty national organiza- 
tions and four governmental bureaus, 
is affiliated with the Insurance Depart- 
ment of the Chamber of Commerce of 
the United States, and was created as 
the result of an invitation extended by 
the Conference of Governors of the 
Middle Atlantic States in 1922. Its 
primary object is the stimulation of 
interest of local chambers of commerce 
in continuous fire prevention activities. 
It also has undertaken some special 
fire safety work. 

The Agricultural Committee, con- 
scious of the alarming increase in rural 
fire losses, has correlated national and 
. other activities in rural fire prevention. 
It was a joint sponsor with the Na- 
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tional Broadcasting Company and the 
Agricultural Publishers Association of 
twelve broadcasts in 1931 over the 
National Broadcasting Company net- 
work, from which over four thousand 
replies were received. It has studied 
problems of rural fire protection and 
legislation concerning the latter, and is 
at present producing a reference work ` 
or handbook on rural fire prevention 
jointly with a ‘similar committee of 
the National Fire Protection Associa- 
tion. 

A most notable feature of the Coun- 
cil’s campaign is the Inter-Chamber 
Fire Waste ‘Contest, conducted as a 
national program, in which several 
hundred local chambers of commerce 
are competing annually. The Contest 
Grading Committee selects the winning 
and honor cities, who receive their 
awards at the annual’ meeting of the 
Chamber of Commerce of the United 
States. The Contest Committee spon- 
sors and stimulates this activity 
through forty-eight district chairmen 
and their subcommittees, scattered all _ 
over the land. Most of these “con- 
tact”? men are from the fire insurance 
business. 

The Fire Service Extension Com- 
mittee serves as a clearing house for 
state and regional firemen’s training 
short courses, aid promotes interest in 
them through state educational insti- 
tutions and local chambers of com- 
merce. Another committee studies 
statistics on fire casualties, while still’ 
another one has prepared and issued a 
number of bulletins on hazards of 
specific industries. The Publications 
Committee reviews and approves all 
Council releases, and the Speakers’ 
Committee recapitulates public speak- 
ing records of various fire prevention 


‘interests and supplies speakers on ap- 


propriate occasions. 
Here again fire insurance has ren- 
dered valuable service, for it has pro- 
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vided effective leadership in most of the 
Council’s activities. ; 

Much could be written of the co- 
operation of fire insurance with the 
many national organizations, including 
the membership of those just outlined. 
Notable among them is the National 
Safety Council, which has put in- 
creased emphasis upon fire safety in all 
of its gatherings and literature. In 
1928 its widely distributed calendar 
was entirely given over to fire preven- 
tion, the material being written by fire 
insurance men. At its 1931 conven- 
tion, the American Legion launched a 
fire prevention program. The Inter- 
national Association of Fire Chiefs has 
emphasized the training of firemen. 
Noteworthy also has been the contribu- 
tion of the Boy Scouts of America. 


State groups— 


Similar coöperation in fire safety 
matters has frequently been rendered 
by fire insurance to such groups as 
state chambers of commerce, state 
leagues of municipalities, state parent- 
teachers’ associations, state safety 
councils, and many others, including 
the furnishing of speakers for numerous 
state convention programs. 


Local groups— 


Some of the most satisfactory ac- 
.complishments have been attained 
through various local organizations. 
Insurance men are almost everywhere 
serving on chamber-of-commerce fire- 
prevention committees and are con- 
stantly stimulating them in their work, 
much of which is along educational 
lines. Private as well as public schools 
have customarily welcomed fire pre- 
vention assistance. A four-year course 
in fire protection engineering, in which 
scholarships have been sponsored by 
the fire insurance companies, has been 
maintained at Armour Institute of 
Technology in Chicago. 
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Insurance MACHINERY 


The National Board of Fire Under- 
writers— i 

This organization of stock fire insur- 
ance companies, established in 1866, 
provides outstanding leadership and 
service in fire prevention. Its pur- 
poses are educational, engineering, 
statistical, and of a public service na- 
ture. Its major operations are well 
described by Mr. H. A. Smith in an 
article on “The Fire Prevention Work 
of Stock Fire Insurance Companies” in 
the 1927 edition of “ Modern Insurance 
Tendencies,” to which the student is 
referred.t Suffice it to say here that 
its engineering surveys of hundreds of 
American cities, its statistical data, its 
building codes and other standards, its 
campaign to standardize fire hose 
couplings, its educational advertising, 
its literature on fire prevention, its 
legal advice and service in fire preven- 
tion matters, and the leadership of its 
representatives in national, state, and 
local fire prevention movements, are a 
great tribute to the business which it 
represents. 

One specific example of the many un- 
usual services was a survey and in- 
spection of some 3,500 hospitals during 
1930 and 1931 for the American Hos- 
pital Association, a public safety serv- 
ice sponsored by The National Board 
and rendered by organizations sup- 


‘ported by its members without charge. 


Underwriters’ Laboratories was or- 
ganized and is maintained by The 
National Board for the purpose of test- 
ing articles, devices, supplies, gases, 
chemicals, and processes associated 
with fire hazard, fire prevention, or 
fire fighting. Products which meet its 
tests are labeled and otherwise desig- 
nated by the inspectors—a service that 
now runs into some fifty million labels 
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per year. The authenticity of the 
service of this interesting institution is 
now generally recognized, and the value 


of the Laboratories in the field of fire, 


safety can scarcely be overestimated. 


Mutual Inspection Department— 


The Associated Factory Mutual Fire 
. Insurance Companies also maintain an 
elaborate research testing laboratory, 
the Inspection Department dating 
-back to 1887, and fire prevention is a 
-major factor in the operation of the 
companies supporting it. Here, spe- 
cial manufacturing hazards are tested 
and safeguards are developed. A pub- 
lication carries the story of fire protec- 
tion in a form particularly applicable 
to large plants. 


Rating and inspection bureaus— 


Fire insurance rating itself promotes 
fire prevention, for the elimination or 
the protection of fire hazards may have 
a direct bearing upon the cost of insur- 
ance. It is interesting to note that 
due to fire protection and prevention 
activities, the average rate for fire in- 
surance has steadily declined for the 
past twenty years. 

Aside from the technical measuring 
of individual fire hazards, the Rating 
. and Inspection Bureaus give sound 
engineering advice on all phases of fire 
protection and prevention.- The re- 
sulting constant improvement in public 
fire protection and building codes 
greatly lessens the danger of sweeping 
` fires, and this service obviously has been 
an important factor in the development 
of greater efficiency in fire control. 
Some bureaus, as a public service, 
have recently employed fire depart- 
ment instructors who are former fire 
‘department officers, and who visit 
cities in their territory, providing an 
actual school of modern firemanship in 
the local community. Each year these 
men hold a conference which serves as 
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| a clearing house for drill school ideas 


and which keeps the service up-to- 
date. 

No better example of fire prevention 
as a public service can be cited than 
that of the Missouri Inspection Bureau 
in coöperation with the Missouri State 


Fire Prevention Association, which in... 


1929, at the invitation of the Missouri’ 


Survey Commission, inspected all state- 
owned institutions, some twenty-six in 
number, including several hundred 
buildings. A complete report was 
made to the Commission, although no 
insurance coverage was involved in any 
of the properties inspected. É 

Other bureaus have made similar ex- 
haustive surveys of various public 
properties, including school artens 
and hospitals. 

Under direction of the 
Actuarial Bureau, a Fire Prevention 
Department serves nineteen Central 
Western States. Established in 1922, 
it functions as a clearing house for the 
organized fire prevention work of the 
insurance field men. In its program of 
public education it sponsors an unusual 
fire prevention educator popularly 


known as “Smoky,” the Fire Clown, — 


4 


Western 


who dramatizes the fire prevention ` 


story with a stage setting designed for 
children in the first six grades. He ap- 
peared before some two million such 
children in the last decade. The De- 
partment issues numerous fire preven- 
tion publications, maintains a news 
service, actively codperates in the na- 
tional programs and with the Bureau 
Fire Department Instructors men- 
tioned above. It has issued some 
three million home inspection blanks in 
the past five years, at least 60 per cent 


of which were actually used-in home in- 


spections by school children. 


Underwriting assoctations— 
Several insurance company associa- 


tions exist for the purpose of under- 


DEVELOPMENTS IN THE FIELD or FIRE PREVENTION 


writing industrial properties in connec- 
tion with an inspection service whereby 
hazards are keenly analyzed by experts, 
and in most instances extra safeguards 
are thrown about the institutions in- 
sured. 


` 


Salvage corps— 


‘Salvage corps or insurance patrols 
are maintained by insurance interests 
in twenty-one American cities. An 
immense saving to property has been 
effected by means of these organiza- 
tions, whose chief purpose is to protect 
property exposed by fire from unneces- 
sary smoke and water damage. Local 
fire departments in numerous other 
cities are doing similar work. 


Mutual growps— 


The National Association of Mutual 
Fire Insurance Companies directs and 
coérdinates the fire prevention activi- 
ties of its member companies. The 
several groups of class mutuals main- 
tain their own fire prevention bureaus, 
_ all codperating in the national move- 

ment through the National Fire Pro- 
tection Association and the National 
Fire Waste Council. 


Individual company groups— 


Insurance company advertising has 
devoted much of its force to fire preven- 
tion education. Field men of the 
companies are constantly inspecting 
_ many of the properties written, and 
have made frequent fire prevention 
recommendations. In some sections 
of the country these field men have 
formed fire prevention associations, 
making periodic inspections of the mer- 
cantile sections and the public build- 
ings of whole cities in coöperation with 
local business organizations, and pro- 
viding speakers to appear before school 
children and the civie bodies. In the 
Central West, 422 such programs have 
been carried out in the past five years, 
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some 150,000 fire hazards having been 
eliminated through this service. These 
field men have also been in no small 
measure responsible for maintaining 
interest in the Inter-Chamber Fire 
Waste Contest already described. 


The local agent— 


Aside from the workings of the Fire 
Prevention Committee of the National 
Association of Local Agents, some of 
the most successful local community 
programs have been made so because 
public-spirited agents have sensed their 
obligation to work for the safety of 
their own city, and here again, insur- 
ance has a creditable record. 


Tue Resvuts 


Unfortunately, there seems to be no 
accurate measuring stick for the results 
of all of this effort to reduce fire waste, 
both human and material. Certainly 
no one organization or group can suc- 
cessfully defend a position that what 
may have been accomplished nationally 
was due to its efforts alone. 

If economic values remained con- 
stant, the task might be simpler; but 
violent fluctuations in these values 
greatly complicate it. National fire 
losses, as far as physical property is 
concerned, have decreased steadily 
since 1926 with the exception of 1930, 
and the 1981 estimated loss is the 
lowest since 1921. How much was 
due to deflation and how much to con- 
certed fire prevention effort is conjec- 
tural, but there is no reasonable doubt 
that fire prevention has had its effect. 

Numerous individual examples can 
be cited to prove the point. The aver- 
age per capita fire loss in the 341 cities 
submitting reports in the 1930 Inter- 
Chamber Fire Waste Contest was 
$2.74, as contrasted with the national 
average of $4.07. Many of the com- 
peting cities have steadily reduced 
their losses for years. Perhaps one 
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record will illustrate, this covering per 
capita fire losses in Grand Rapids, 
Michigan: ; 


N EEA $7.66 
1924.. 6.91 
LIZO ie iraia 4.98 
TIO aia ieas 1.89 
LE D eee 1.72 
ORB ine ea 2.04 
WORD iy cis Sees 1.08 
1980.............. 1.01 


Individual trade associations and 
specific industries have scored similar 
results. For example, the Motion 
Picture. Producers and Distributors 
of America report no fire loss in 1931 
in the exchange of any national ex- 
hibitor, and only two small losses in 
any other exchanges, although over 
28,000 miles of nitrocellulose film is 
handled daily. 

Class I railroads in the United States 
have reduced their annual number of 
fires from 10,705 in 1918 to 6,556 in 
1929, and their losses from 101% million 
dollars in 1920 to 414 million dollars in 
1929. It should be remembered that 
many of these fires are the result of ex- 
posures to rolling stock. 
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International Fire Prevention Week 
marks a low point in our fire losses. 
In 1981, in the cities reporting on their 
work, fifty-eight had no fires during the 
week previous to it, while seventy- 
three were fireless during the week. 
Seventy cities had no fires the week 
following. Certainly public education 
has its effect. 

What is more important than any 
economic discussion is the fact that the 
record during the past decade contains 
many instances of the saving of human. 
life directly attributable to all of these 
efforts. 


CONCLUSION 


Coöperative fire safety endeavor is on 
the increase, and concrete results al- 
ready in evidence justify all of the ef- 
fort. Fire insurance has carried heavy 
responsibilities in the progress made so 
far, but is becoming more and more 
aware of its natural fitness and obliga- 
tion to make our communities safer 
places in which to live. The utopia 
would be reached if the funds which it 
now spends to pay losses were all used 
to provide definite assurance that no 
loss would occur. 


Richard E. Vernor is manager of the Fire Pre- 
vention Depariment of the Western Actuarial Bureau, 
Chicago, in which capacity he supervises the activities 
of State Fire Prevention Associations in nineteen 


Central Western States. 


He is a member of the Board 


of Directors of the National Fire Protection Associa- 
tion and of the Executive Committee of the National 
Fire Waste Council, and is chairman of the Contest 
Committee of the latter organization. He has had wide 
experience as a speaker on fire safety. 


Insurance for Agriculture 


By G. Wrieut HOFFMAN 


ITH respect to a number of 

hazards, the insurance needs of 
agriculture are not unlike those of 
other types of business. To cover the 
.value of physical property, the farmer 


_ _ needs fire, windstorm, and automobile 


insurance. To cover human values 
adequately, he is in need of life, acci- 
dent, sickness, and liability insurance. 
No one of these forms of insurance has 
been availed of by the farmer to a de- 
gree sufficient adequately to supply his 
needs. Fire insurance has the widest 
and most complete application. Wind 
storm insurance ranks next, and doubt- 
less automobile insurance third. Of 
the various life forms, there is a woeful 
lack of insurance in the light of eco- 
_ nomic value at risk and the hazardous 
nature of farming. 

In addition to agricultural insurance 


needs of a type similar to those found 


in other lines of business, there are haz- 
ards needing adequate coverage which 
are peculiar to farming. These relate 
in the main to risks attendant upon the 
growing and the marketing of crops. 
It is here that the major risks of farm- 
ing are found and the need for insurance 
is greatest; and it is here that the in- 
surance facilities offered to the farmer 
are the most meager. To cover the 
various hazards to fixed asset values in 
property and life, there are at present 
fairly adequate insurances to be had, 
such as fire, windstorm, and automo- 
bile insurance, together with life, ac- 
cident and sickness, and liability 
insurance. But upon the important 
climatic and pestilence hazards to 
growing crops, including the extremely 
important hazard of price declines, in- 
surance coverage is difficult to obtain. 


Crop HAZARDS 


An enumeration of the hazards in- 
volved in this field will more clearly 
reveal the need for and the inadequacy 
of comprehensive insurance. The 
farmer’s problem as a business venture 
is, in its outward aspects, like that 
found in any other productive enter- 
prise. He must, in the long run, ob- 
tain enough in value from his produce 
to meet his costs. Assuming that he 
is able to estimate his costs fairly well 
from year to year, the uncertain ele- 
ments in his problem center around the 
total value he will obtain from his 
crops. 

This total value is a product of two 
highly uncertain variables: (1) sales 
price, and (2) amount of crop. In the 
matter of price, it is necessary to plan 
and plant crops several months in ad- 
vance of their ultimate sale and to trust 
entirely upon a favorable continuance 
or a favorable change of supply and 
demand forces, which are in turn world- 
wide in scope. Of the probable sales 
price of his products, the farmer is 
rarely able to make a reliable estimate. 
In the matter of the amount or quan- 
tity of his crop, he is also in the dark. 
Factors of weather, which include 
storms, excess moisture, hot winds, 
drought, hail, frost, freezing, floods, 
and other items, serve in highly varying 
degrees to render uncertain the out- 
come of most crops. Factors of plant 
and animal disease such as weevil, 
beetles, gophers, rust, smut, and scab 
constitute a second source of uncer- 
tainty. Here.again the farmer is re- 
quired to prepare his land far in 
advance of later adverse developments. 
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AVAILABLE INSURANCE FACILITIES 


As a means of defense against these 
uncertain elements, the farmer may 
follow any one of three courses: 


1. He may attempt to self-insure his 
risks. Were this course followed he 
would need to study the extent and the 
variability of the risks involved and 
set up and regularly contribute to a 
separate insurance reserve to be drawn 
upon in adverse seasons. 

2. A second possible course would be 
to foresee and thus to make some 
measure of provision for these risks. 
Both of these methods are attempted in 
some degree by the better class of 
farmer, but with a very moderate 
measure of success. Reserve funds 
are rarely built up and maintained un- 
der a purely voluntary plan; and in the 
matter of foresight, little is to be ex- 
pected until such time as long-range 
weather and price forecasting are bet- 
ter understood. 

3. A third possibility is to insure 
against these uncertain elements. They 
might be covered under separate policy 
contracts such as hail insurance or 
frost insurance, or under a broad, all- 
inclusive crop contract. This third 
method, like the other two, has many 
limitations in practical application; 
but if these could be overcome, it 
would be a more thoroughgoing and 
lasting solution. 


Experience to date in attempting to 
insure against crop hazards has not 
been altogether favorable. Of the 
various forms designed to insure some 
one element, hail insurance -has been 
the most successful. It has been writ- 
ten in sufficient volume and over along 
enough period to be considered an es- 
tablished line. This is, however, the 
only form developed beyond an ex- 
perimental stage. Frost insurance on 
citrous fruit has met with a fair meas- 
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ure of success in a few favored areas. 

In 1917 and again in 1920 attempts 

were made to write, profitably, a broad 

coverage contract insuring grain and 

other basic crops against drought, 

excess moisture, plant disease, and in-. 
sect pests, and in some instances in- 

cluding also the risk of declining prices. 

These attempts were poorly planned 

and unsuccessful. Subsequent ven- 

tures with an all-inclusive contract 

have been limited to fruits and vege- . 
tables in selected regions in the South, 

and on the Pacific Coast. 

These experiments in crop insurance 
were described at length by the writer 
in earlier articles in Taz ANNALS! and 
need not be reviewed further here. 
Particularly with reference to the all- 
inclusive contracts, it is accurate to 
state that they have not to date been 
given a fair trial for the more important 
basic crops. But it is also true that 
the limited experiments in this field 
have encountered obstacles hard to 
overcome, with the result that under- 
writers have largely deserted the 
field. 

Certainly no one can doubt, in the 
light of price swings both upward and 
downward and variations in annual 
production during the past twenty 
years, that there is an urgent need of a 
larger measure of stability for our 
major farm crops. During the years 
of discussion preceding the passage of 
the Agricultural Marketing Act, the 
opponents as well as the proponents of 
that measure freely granted the need 
of a larger measure of stability of farm 
income. This is still readily admitted 
by all interests. It will also be ad- 
mitted that this problem will not be 
satisfactorily solved until it is handled: 
on a nation-wide scale. The question 
is whether insurance offers a worth- 
while and ultimate solution. 


1 See Tum Awnats for Jan. 1925, March 1927, 
Sept. 1928, and March 1929, 


Insurance FOR AGRICULTURE 


Tue Farmer’s ÀTTITUDE 


Insurance is based upon the principle 
that many who are fairly fortunate will 
willingly pay the losses of a few who are 
unusually unfortunate. This is ac- 
complished through a merging of many 
risks and the working-out of a fairly 
balanced ratio of premiums to losses. 
It may be seriously doubted whether 
the average farmer is willing as yet to 
accept this principle of operation. He 
is still fundamentally an individualist, 
and shares his lot with others reluc- 
tantly. To pay in premiums over a 
considerable period of time with no 
“losses” in return and rejoice in one’s 
good fortune requires a philosophical 
outlook not possessed by most farmers. 

Of much greater importance is the 
fact that the business of farming is 
steeped in an atmosphere of specula- 
tion—the antithesis of insurance. 
From boyhood up, the ever changing 
prices of hogs and corn, of farm prod- 
uce and land values, constitute an 
absorbing center of interest to the 
farmer. As at present operated, this 
must necessarily be so, since com- 
mitments are made months and in 
many cases years in advance of the 
possible profit to be realized, and since 
the direction of prices is entirely beyond 
the farmer’s control. 

This speculative point of view con- 
stitutes the core of the farm problem. 
The farmer must necessarily be on the 
long side of the market with respect to 
agricultural prices. Farm leaders and 
politicians are thus assured of an un- 
qualified following in continually de- 
manding higher prices and in bitterly 
condemning any forces tending to 
lower prices. If the price of wheat is 
$1.00 per bushel, it should be $1.50; 
if it is $1.50, it should be $2.00; if it 
is 50 cents, it should be $1.00. It is 
of little moment what the level of farm 
prices happens to be, so long as this 
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unswerving upward outlook is main- 
tained. 

If insurance is to play an important 
and permanent part in improving the 
agricultural situation, it seems obvious 
that this speculative outlook must at 
least be lessened. In its place, the 
point of view of increased security 
should be substituted. Money is used 
as a standard of value and a medium of 
exchange. It is of no importance 
whether prices are high or low, so long 
as relative values remain constant. 
The goal to be attained, therefore, is 
dependable purchasing power; the 
matter most to be avoided is any un- 
usually wide variation in purchasing 
power, either upward or downward. 


COÖPERATIVE EFFORT 


The writer is of the opinion that a 
solution of the farm problem by means 
of insurance is a long way off, for the 
reason that a substitution of the “‘se- 
curity first” point of view for the spec- 
ulative point of view is a long way off. 
This is not to state, however, that such 
a change is impossible or beyond the 
bounds of practicability. What has 
been accomplished, particularly in re- 
cent years, in the field of codperative 
marketing is a step in the right direc- 
tion. This movement indicates a will- 
ingness on the part of those sharing in 
it to give up a possible larger momen- 
tary profit for the sake of a more 
lasting and dependable income. Such 
is clearly the case where binding con- 
tracts are entered into to market crops 
through a coUperative organization 
over a series of years. This is a move- 
ment in which the goal cannot be 
reached overnight by any short cut of 
legislation or pressure from without. 
To be lasting, it must grow from 
within and be based upon widespread 
individual convictions. Once estab- 
lished, the movement should be able 
to demonstrate to the farmer the value 
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of carefully directed effort assuring a 

moderate but dependable return. 
Based. upon successful coéperative 

experience in other lines, there is no 


reason to believe that an equal'success 


could not be obtained in a broad pro- 
gram of insurance with particular appli- 
cation to growing crops. The great 
bulk of the fire insurance on farm prop- 
erty has for many years been handled 
on the codperative principle through 
local mutuals. Large amounts of tor- 
nado, hail, and automobile insurance 
are also regularly written on this 


, basis, providing indemnity for serious 


loss through the contributions of many. 
This same principle might also be ap- 
plied to crops—the mainstay of farm- 
ing. 

To be successfully applied, a wider 
spread of risk would need to be ob- 
tained than is usually necessary for 
other forms of property damage. For 
the basie crops of grain and cotton, 
codperative companies extending over 
the ‘entire area in which each crop is 
grown would be necessary. For the 
more localized crops such as vegetables 
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and fruits, smaller areas would serve. 
To add stability, inter-insurance facili- 
ties in the form of an exchange of risk 
between companies should be set up. 

Farmers or farm codperatives would 
then be offered the opportunity of in- 
suring against separate hazards such as — 
hail, frost, or drought, each with a 
premium in line with the separate risk 
involved, or of selecting a blanket 
coverage insuring against loss from all 
crop hazards. Such an “all-risk” - 
policy would necessarily be more costly 
and difficult to administer than sepa- 
rate coverages. It should be -super- 
vised under the direction of local units 
of the larger organizations in order to 
secure for the insurer an intimate 
knowledge of each risk covered. 

Were a program of this kind under- 
taken and successfully developed, it 
would in time change the farmer’s 
viewpoint from that of an individual- 
ist, restless and. uncertain regarding 
the future, to that of one willing to 
share his lot in part with others for the 
added satisfaction of'a more certain 
income. i 


G. Wright Hoffman, Ph.D., is Professor of Insurance 


at the University of Pennsylvania. 


He also serves 


in the capacity of consulting economist to the Grain 
Futures Administration of the United States Depart- 


ment of Agriculture. 


His “Hedging by Dealing in 


Grain Futures” was published in 1925, and in Jan- 
uary of this year a broader treatise in this same 
field, “Future Trading upon Organized Commodity 
Markets,” was issued. He is also author of a number 
of bulletins published by the United States Department 
of Agriculture, and articles appearing in various seien- 
tific journals, relating mainly to phases of risk and risk- 


bearing in agriculture, 


` Insurance Instruction in American Universities 
~ and Colleges 


By S. S. HUEBNER and Davin McCanan 


HE rapid recognition of insurance 
by our higher institutions of learn- 
ing as an integral part of their curricula 
is one of the most impressive develop- 
_ ments connected with the progress of 
the insurance business. “This tend- 
ency,” as explained in the volume on 
“Modern Insurance Tendencies,” “is 
fully justified by every educational 
consideration—the vital social impor- 
tance of the subject, promotion of the 
individual’s economic welfare, magni- 
tude of the business, general educa- 
tional bearing upon other economic and 
social subjects, and mental disciplinary 
‘and utility value to the student.” ! 
For the purpose of this survey, a de- 
tailed questionnaire was sent to five 
hundred of the Nation’s leading univer- 
sities and colleges, as listed in the 1931 
Educational Directory of the Bureau 
of Education, Department of the In- 
terior, and various other directories. 
The institutions selected for the survey 
include all the schools of business of 
collegiate grade, which number was 
increased to five hundred by adding 
other institutions of learning which 
might presumably have courses in eco- 
nomics or other subjects of business 
training. Four hundred and thirteen 


of these institutions, or 83 per cent: 


have made returns. This number in- 
cludes nearly all the leading universi- 
ties and colleges of the country. 

Of the universities and colleges which 
replied to the questionnaire, 146 re- 
ported one or more insurance courses, 
the total number of different courses 


1Tms Annas, Vol. CXXX, March 1927, 
p. 213. 


reported being 337. These have been 

classified into five main groups in Table 

I. Detailed information is presented 

for all universities and colleges having 

courses in two or more groups. Table 

I not only shows this general grouping 

of courses but-likewise indicates the in- 

stitutions which permit undergraduate 

or graduate specialization iw insurance, 

directs attention to the classes of stu- 

dents for which some instruction in 
insurance has been made available, lists 

the number of teachers on a full-time or 

part-time basis, and shows the aggre-. 
gate student class hours in all courses 

conducted by each institution. 


GENERAL OR SURVEY COURSES IN THE 
PRINCIPLES AND PRACTICES OF 
INSURANCE 


The extent to which insurance has 
been recognized educationally is indi- 
cated by the fact that 99 universities 
and colleges report the offering of 112 
separate general or survey courses in 
the principles and practices of insur- 
ance or risk-bearing. Approximately 
87 per cent of these are one-term 
courses, the balance extending through- 
out the academic year. In the major- 
ity of instances the number of class 
hours devoted to the subject is three 
per week. Most of the remaining 
courses devote two hours per week, al- 
though some of the one-term courses 
are listed for four or five hours weekly. 
Sixty-three of the courses have a re- 
ported enrollment under 25; twenty- 
seven between 26 and 50; two between 
51 and 75; four between 76 and 100: 
and four over 100. Enrollment for 
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twelve was not reported. It is also in- 
teresting to note-that these survey 
courses ' are labeled under various 
names. “Insurance” and “Principles 
of Insurance” are the titles most widely 
adopted, but in eleven ‘of the 112 
` courses, the title of “Risk and Risk- 
bearing” is used. 

In practically all cases the survey 
courses are open to undergraduate 
students and for degree credit. In 
thirteen institutions the course is open 
to sophomores, juniors, and seniors, 
while in the others it is available only 
to juniors and seniors. In seventeen 
institutions ‘the course is available to 
evening and extension students, and in 
thirteen of these, degree credit is given 
to such students. Only four institu- 
tions have survey courses in insurance 


open to graduate students only, al- ` 


though approximately 15 per'cent of 
the undergraduate courses are also 
-open to graduate students. Compara- 
tively few of the survey courses an- 
_tedate 1920. In fact only 17 of: the 
courses reported were started prior to 
that year; 16 were launched between 
1920 and 1924; 27 between 1925 and 
1929; and 21 between 1930 and 1932. 
Dates of adoption for the other 31 were 
not given. 

That the number of survey courses 
in insurance, as well as of special 
courses in that subject,. will increase 
materially in the near future may be 
expected with reasonable confidence. 
The great majority of the reporting in- 
stitutions which schedule economic or 
business courses but do not -yet offer 
separate insurance courses, give some 
attention to insurance. Eighty-six of 
these report that the subject of insur- 
ance is, taught as part of some other 
course. The list of such reported 
courses is a long one and includes, for 
illustrative purposes, such subjects as 
marketing, ocean transportation, for- 
eign trade, principles of économics, 


economic problems, applied, economics, 
mathematics of finance, investments, 
accounting, C. P. A. problems, business 
organization, business finance, princi- 
ples of modern business, government 
and business, business law, money 
and banking, and statistics. The 
amount of emphasis given to insurance 
in these various courses ranges from 
slight reference to one fourth of the 
course. It would appear reasonable to 
assume that in numerous instances the 
present emphasis upon insurance in 
these courses will before long erystal- 
lize into one-term survey courses in the 
principles and practices of insurance. 
In fact, five reporting institutions ad- 
vised that they were already planning 
the incorporation of such a course. 


SPECIAL COURSES IN LAFE INSURANCE 


Fifty-two of the institutions report- 
ing special instruction in life insurance 
or related subjects give sixty-five sep- 
arate courses in life insurance princi- 
ples, practices, and. economics. (See 
Table II.) Most of these courses are 
found in the schools of business, in- 
cluding nearly all the larger ones. 
Where the institution gives a general 
survey course, as well as special courses 
in life, property, and casualty insur- 
ance, or any one or two of these three 
major branches of insurance, the sur- 
vey course is nearly always required as 
a prerequisite to the taking of the spe- 
cial course or courses. In a few in- 
stances, as regards life insurance, there 
is also an advanced course, which fol- 
lows the special course. 

Tn nearly all instances the special 
life insurance course is for one term, 


_only some of the larger institutions 


offering courses for the full academic 
year. With respect to about one third 
of such courses, the number of class 


‘hours devoted to the subject is three 


per week, whereas. for most of the re- 
mainder the number of hours per week 
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is two. A few are on a one, four, or 
five hour basis, while New York Uni- 
versity’s special life insurance training 
course is given fifteen hours per week 
for eleven weeks. ‘Twenty-nine of the 
courses have a reported enrollment 
under 25; twenty-two between 26 and 
50; eight between 51 and 75; one be- 
tween 76 and 100; and one over 100. 
Data for four were not reported. The 
great majority of the courses are open 
to undergraduates and for degree credit. 
About one fourth of the courses are 
available to graduate students, whereas 
in fourteen institutions the courses are 
open to evening and extension students 
or special ones have been created 
forthem. Practically all of the under- 
graduate courses are open only to 
juniors and seniors, only a few admit- 
ting sophomores. 

Ten of the special courses in life in- 
surance were started prior to 1920. 
According to the replies to the ques- 
tionnaire, twelve of the courses began 
between 1920 and 1924; seventeen be- 
tween 1925 and 1929; and nine between 
1930 and 1932. Dates of adoption 
were not reported for seventeen. A 
considerable amount of the recent prog- 
ress is traceable to the American Col- 
lege of Life Underwriters, organized in 
1927, which has as two of its objectives: 
(1) the “encouragement and fostering 
of the training of students in educa- 
tional institutions for the career of 
professional life underwriter”; and (2) 
“coöperation with universities and 
colleges in general life insurance educa- 
tion, since the subject is regarded as 
fundamentally important and well 
worthy of incorporation into a business 
school’s curriculum.” Sixty univer- 
sities and colleges have expressed their 
sympathy with the aims of the Ameri- 
can College of Life Underwriters and 
indicated a desire to codperate as far 
and as soon as possible with its general 
Of these, thirty- 


seven have already initiated special 
courses of one kind or another, many 
being in life“insurance principles, prac- 
tices, and economics. 

Owing to the opportunity of college 
graduates in life insurance field work, 
it is only natural that some of the 


-larger institutions of learning should be 


directing their attention to the estab- 
lishment of special courses in life in- 
surance salesmanship. Twelve uni- 
versities and colleges report fourteen 
such courses, with enrollments ranging 
from eighteen to seventy-two. Two of 
these courses are open to undergradu- 
ates, while all of the balance are for 
evening or extension students. Most 
of them have been started since 1929 
and in many of them degree credit is 
granted. 

Another important recent develop- 
ment has been the growth of special 
C. L. U. review courses and C. L. U. 
study groups, twenty-six institutions 
reporting nine of the former and twenty 
of the latter in addition to their regular 
courses in life insurance and life insur- 
ance salesmanship. The review course 
is intended primarily for college or uni- 
versity graduates who have had most 
of the basic training contemplated by 
the C. L. U. examinations, while the 
study group is a specially created 
course designed to afford primary im- 
struction to underwriters in one or 
more of the five various fields of knowl- 
edge in which C. L. U. examinations àre 
given. Most of these courses are for 
evening and extension students, no de- 
gree credit being given. Very few 
were introduced prior to 1931. 

Ten institutions advise that they are 
now planning courses in life insurance 
or life insurance salesmanship, whereas 
eleven others are planning an extension 
of their present courses in order to 
cover the entire C. L. U. program. 

Eighteen courses in actuarial science 
or the mathematics of life insurance 
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were reported by fifteen institutions. 
For the most part, these are designed 
for undergraduates and: carry degree 
credit. One institution is now con- 
templating the addition of-a course in 
this subject. 


SPECIAL COURSES IN PROPERTY 
INSURANCE 


Forty-three of the institutions re- 
porting special instruction in property 
insurance and related subjects give 
forty-eight separate courses infire or 
property insurance. (See Table TIT.) 
These courses are usually for one term, 
although a few of the larger institu- 
, tions conduct a full year’s course, The 
number of class hours per week is about 
evenly divided between two and three 
hours. As regards attendance, twen- 
ty-five of the courses report an enroll- 
‘ment under 25; thirteen between 26 
and 50; six between 51 and 75; and one 
between 76 and 100. Figures for three 
were not supplied. Practically all of 
the courses are open to undergraduates 
for degree credit, but with only three 
exceptions, admission is limited to jun- 
iors and seniors. About one. third of 
the courses are available to graduate 
students. Seven courses are open to 
evening and extension students but do 
not always carry degree credit. Ten 
of the courses were started prior to 
1920; nine between 1920 and 1924; 
fourteen between 1925 and 1929; and 
one between 1980 and 1932. Dates of 
adoption were not reported for fourteen. 

Unlike the special life insurance 
courses, a much larger number of the 
special property. insurance courses 
seem to have had an earlier beginning. 
This is as one might expect, because of 
the prevalent although mistaken notion 
of many educators in strategic posi- 
tions that property insurance is more 
intimately related to a business edu- 
cation than is life insurance. Five 
institutions state that they are now 
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planning to add courses in property 
insurance. 


SPECIAL COURSES IN CASUALTY 
INSURANCE 


Thirteen institutions report seven- 
teen separate courses in casualty in- 
surance and five in related fields. (See 
Table IV.) Nearly all of the casualty 
insurance courses are given for one 
term only, and the attendance ranges 
from less than twenty in eight cases to 
a maximum of thirty-six, no figures be- 
ing given for one. In three fourths of 
the institutions the number of class 
hours per week is two, and in all but 
one of the remainder is three. All but 
four courses are open to undergradu- 
ates; five are available to. graduates: 
and four are evening or extension’ 
courses. Two others are open to eve- 
ning or extension students. All under- 
graduate courses with the exception of 
those in which evening or extension 
students may be enrolled, are open only 
to juniors and seniors. Degree credit 
is granted in all cases except in connec- 
tion with three of the special evening 
and extension courses. Four of the 
special casualty courses originated 
prior to 1920, while four were started 
between 1920 and 1924; five between 
1925 and 1929; and three between 1930 
and 1932. The date of adoption for 
the other was not given. : 

The number of special casualty in- 
surance courses is probably smaller 
than is the case in the life insurance and 
property insurance fields, because 
many of the so-called casualty types of 
insurance are included for instruction 
purposes in either one or both of the 
other two types of special courses. 
Five special one-term courses in sub- 
jects directly related to casualty insur- 
ance are shown in Table IV. One 
institution is now planning to introduce 
a- casualty insurance course and another 
is contemplating a course in bonding. 
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OTHER SPECIAL Courses 


In addition to the courses in life, 
property, and casualty insurance and 
their related fields, to which reference 
has been made and which may be iden- 
tified in Tables II, ITI, and IV, seven 
institutions report ten insurance 
courses not elsewhere classified. 
Three of these are in social insurance; 
three in insurance law (business school 
courses as distinguished from instruc- 
tion in that subject in regular law 
schools which were excluded from this 
survey); and one each in applied in- 
surance statistics, investments of in- 
surance companies, loss prevention 
activities of insurance companies, and 
practice work in insurance. Two of 
these courses antedate 1920; three were 
introduced between 1920 and 1924; 
four between 1925 and 1929; and one 
in 1930. Two institutions advise that 
they are contemplating the addition of 
courses in insurance law, and one is 
planning for a course in social insur- 
ance. 

Of the sixty-one institutions listed in 
Table I, twenty-four make it possible 
for students to elect insurance as a 
field of specialization for undergraduate 
work, and nine for graduate work. 
Specialization for undergraduates is 
possible in four other institutions and 
for graduates in three. To facilitate 
this specialization, some institutions 
follow the plan of requiring students 
specializing in insurance to take re- 
search work in that field, especially in 
connection with the preparation of a 
graduation thesis, four universities and 
colleges reporting courses in insurance 
research and three reporting insurance 
seminars. 


IMPORTANT GENERALIZATIONS 


The foregoing summary of 99 general 
or survey courses in that number of 
universities and colleges, and of spe- 
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cialized insurance courses in 78 institu- 
tions, including nearly all of the larger 
ones, indicates clearly the phenomenal 
growth of education in insurance dur- 
ing recent years. As previously noted, 
146 universities and colleges offer 337 
courses in all. Fourteen per cent of all 
of these courses were started prior to 
1920; 15 per cent between 1920 and 
1924; 24 per cent between 1925 and 
1929; and 20 per cent since 1930. 
Dates of adoption for the remaining 
27 per cent were not supplied. The 
total enrollment in all of the reported 
courses for the current year was ap- 
proximately 11,000, of which 34 per 
cent attended the survey courses, 44 
per cent the various specialized life in- 
surance courses, 15 per cent the various 
specialized property insurance courses, 
5 per cent the various specialized cas- 
ualty insurance courses, and 2 per cent 
the other courses. 

Seventeen full-time and 219 part- 
time teachers are employed in insur- 
ance instruction during the current 
year. In a considerable number of in- 
stances, however, part-time instructors 


` are really on a full-time basis in that 


they are teaching other subjects which 
are properly assignable to the field of 
risk and risk-bearing. Thus, in one 
institution, which lists three full-time 
and eleven part-time teachers, all of, 
the teachers are engaged on a full-time 
basis in courses properly assigned to 
the insurance department of the insti- 
tution. One of the greatest problems 
at this early date is the dearth of com- 
petent teachers to take charge of the 
numerous insurance courses that are 
being started. In fact, a considerable 
number of institutions have refrained 
from installing a course in insurance 
owing to the lack of a competent 
teacher or adequate funds to conduct 
the work. 

Insurance happens to be one of the 
latest arrivals among applied economic 
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and business subjects in universities 
and colleges. Yet, “as a collegiate 
subject of study,” as explained in the 
volume on “Modern Insurance Tend- 
encies” (page 214), “‘insurance com- 
bines the virtues of mental discipline, a 
proper sense of the seriousness of life, a 
proper concept of community service, 
and information really useful in living, 
quite as much as other subjects now 
comprising the collegiate curriculum, 
and in some instances much more so.” 
Little by little it is being increasingly 
recognized that the subject of insurance 
applies vitally to the future welfare of 
every graduate who leaves a school of 
business, and that it is just as funda- 
mental to personal and social well-be- 
ing as most of the other basic courses 
now required in our schools of busi- 
ness.. 

Within recent years ten institutions 
have made a general course in insur- 
ance a requirement for all students in 
their business administration school 
or department, as the case may be; 
namely, the University of Pennsyl- 
vania, Pennsylvania State College, 
Northeastern University, University of 
Maryland, University of Omaha, Brad- 
ley Polytechnic Institute, Duke Uni- 
versity, Davidson College, Albright 
College, and Furman University. The 
Virginia Agricultural and Mechanical 
College reports that a course in insur- 
ance is required of all seniors, and 

. North Central College advises that a 
course is required of all candidates for 
the Degree of Bachelor of Science in 
Commerce. In other words, it seems 
these two institutions also virtually 


require a course in insurance of their 
students in business. 

Twelve additional institutions re- 
quire a course in insurance for all 
students in certain major groups; 
namely, Notre Dame for students in 
commerce; Drake University and the 
University of Kansas for all students 
in finance; Oregon State Agricultural 
College (School of Commerce) for all 
students majoring in banking and fi- 
nance, government and business, and 
secretarial training; St. Louis Univer- 
sity, New York University, and Tem- 
ple University for all students in the 
real estate major; the University of 
Oregon with respect to all students 
majoring in foreign trade; and the 
Armour Institute of Technology for all 
taking the fire protection engineering 
course. The University of Alabama 
(School of Commerce and Business 
Administration) requires a general in- 
surance course for all students in seven 
of its ten major groups of studies. The 
University of Arkansas and the Uni- 
versity of North Carolina report that 
the subject is required of all students in 
a major group, but fail to specify the 
name of the major. ? 

2 Subsequent to the preparation of the manu- 
script and the various tables of the foregoing 
article, replies were received from thirteen addi- 
tional institutions. These showed general or 
survey courses in insurance or risk and risk bear- 
ing at Drexel Institute, Hope College, Iowa State 
Teachers College, Olivet College, University of 
the Philippines, and the University of South 
Carolina, The University of the Philippines also 
reports courses in life insurance, actuarial science, 
mathematics of insurance, and casualty in- 
surance. Unfortunately, time did not permit the 
inclusion of these courses in the foregoing article. 


Professional Education in Life Underwriting 


By Ernest J. CLARK , 


HE substantial growth which has 

taken place in the volume of life in- 
surance since the beginning of this cen- 
tury has brought with it a need for a 
much more complex type of life under- 
writing service, as well as a very wide- 
spread appreciation of the fundamental 
réle which life insurance has come to 
play in modern economic and social 
activities. 

Recognizing the Sencan of these 
trends, various outstanding life under- 
writers and educators began, nearly 
twenty years ago, to consider what 
definite steps might be taken to assure 
the public of the very finest type of life 
insurance advice by erecting certain 
qualitative standards for those engaged 
in life underwriting, which would be of 
such a high order that the person com- 
plying with them might be regarded by 
the public as a member of a profession 
which, though more recent in origin, 
would be on a parity in its educational 
and ethical ideals with the older and 
better known professions, such as law, 
medicine, and accounting. After much 
deliberation as-to the most satisfactory 
means of accomplishing this goal, it 
was deemed wise to organize a new in- 
stitution which would be autonomous 
in every respect. The American Col- 
lege of Life Underwriters, chartered on 
March 22, 1927, was the outcome. 


INITIAL Work OF THE COLLEGE 


The first great task of the American 
College was to set up objective educa- 
tional standards which would clearly 
be on a plane with those of other pro- 
_ fessions. One’ group of these stand- 
` ards, as now constituted, pertains to 
moral character, age, previous educa- 
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tion, and experience; and the other to 
the subject matter with which the un-’ 
derwriter, desiring to equip himself 
for a professional service, should be 
thoroughly familiar. In formulating 
this educational program, consideration 
was given to the desirability for a life 
underwriter to possess an intimate 
knowledge of life insurance as a fune- ` 
tioning institution in a world filled with 
political, economic, and social problems 
which it can help to solve. Accord- 
ingly, the educational standards went 
far beyond the inclusion of life insur- 
ance fundaimentals and salesmanship, 
incorporating likewise the subjects of 
psychology, economics, government, 
sociology, taxation, commercial and in- 
surance law, the law of wills, trusts, 
and estates, corporation finance, bank- 
ing and eredit, and investments. Some 
slight modifications have been made in 
the educational program as originally 
devised, but the wide commendation 
which it has received from leading in- 
surance men and educators indicates 
that it was soundly conceived on the 
basis of fundamental needs. ‘ 
The second important task of .the 
College was to gain the coöperation of 
higher educational institutions in offer- 
ing instruction along the lines of the 
educational standards above men- 
tioned. At the outset, it was deemed 
wise to foster the training of life under- 
writers in existing educational institu- 
tions rather than - to have the College 
itself conduct educational courses. 
The wisdom of this move has been well 
demonstrated, for it has made available 
to underwriters the facilities of many of 
the finest colleges and universities in 
the country. The response of these 
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institutions has been primarily along 
two lines; .(1) incorporation into their 
regular curricula of such courses as 
will enable the undergraduate studying 
for a baccalaureate degree to prepare 
himself at the same time for the pro- 
fession of life underwriting; and (2) 
introduction into evening or extension 
branches of a program of study which 
will enable underwriters now actively 
engaged in their vocation to secure 
adequate instruction in late afternoon 
or evening hours. College officials 
have endeavored by every means at 
their command to encourage all ac- 
tivities of an educational character, 
including the creation of independent 
study groups and the adoption of self- 
study programs when regularly or- 
ganized and more formal courses of in- 
struction are not available. 

The third outstanding task was to 
develop the machinery by which can- 
didates could demonstrate that they 
had attained the educational goal set 
by the College. This was accom- 
plished by grouping related subject 
matter into five broad classes and 
requiring every applicant to pass a 
four-hour written examination in each. 
In order that all examinations may be 
properly supervised, standard colleges 
and universities are asked to codperate 
in conducting them. These institu- 
tions are selected regionally, a sufficient 
number being designated in various 
parts of the country so that all candi- 
dates have ready access to at least one. 
Questions are forwarded by registered 
mail to the professor who is to assume 
charge, and on the appointed day and 
hour all applicants throughout the 

country take the same examination. 
The papers are returned to the Dean’s 
office and subsequently graded by a 
staff of men with broad ‘training and 
experience. 

Candidates who pass their examina- 
tions and comply fully with all other re- 
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quirements of the College are awarded 
the designation of Chartered Life 
Underwriter (C. L. U.). One of the 
other requirements is three full years 
of experience in selling life insurance, 
teaching life insurance, and/or manag- 
ing or supervising those engaged in the 
selling of life insurance. Home office 
officials or others engaged in life insur- 
ance work who have had three years of 
experience therein but not of the type 
above mentioned, may, upon passing 
the examinations and meeting the same 
eligibility requirements as to age, 
moral character, and previous educa- 
tion, receive a “Certificate of Profi- 
ciency.” This may be exchanged for 
the Chartered Life Underwriter (C. L. 
U.) diploma whenever the selling, 
teaching, or mariagerial experience is 


also acquired. 


SOME EVIDENCES or ProGRess 


Recognition of the educational 
worth, the practicality, and ‘the social 
value of the College’s aims came 
quickly. The best evidence of this is 
found in the statistics of educational 
activity and candidates. These follow. 


Educational activity— 


When the first examinations were 
given in 1928, various colleges and uni- 
versities were offering business courses 
which would fit a candidate for the 
C. L. U. examinations, but no effort 
had been made to unify these into a 
program especially adapted to the 
underwriter’s needs, nor was any 
formal attempt being made to reach 
underwriters or potential underwriters 
with a broad program of education. 
The major educational work being 
done consisted of short company 
courses and university evening or ex- 
tension courses in life insurance sales- 
manship. The progress since that 
time may be observed from the sub- 
joined figures: . 








ized, and—possibly. more significant 
than all else—the facilities of colleges 
with their tested 
methods and standards, have been 


The study groups have. met a real 
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TABLE I 
| Codperating | ., ' and universities, 
Institutions Study Groups 
: more extensively utilized. 
September 1929. 12 14 
September 1930. 34 29 
September 1931. 48 48. 


March 1932... 64 56 


Institutions included in the above 
compilation are those which have given 
assurance of their full sympathy with 
the objects of the College and expressed 
a willingness to codperate as far and as 
soon as possible with its general pro- 
gram of studies. It is interesting to 
note that thirty-seven of the institu- 
tions shown for March 1932 actually 
are conducting at the present time 

. special courses which have been intro- 
duced : primarily for the purpose of 
enabling underwriters to prepare for 
the C. L. U. examinations. 

The study groups have not only 
shown a substantial growth since the 
College’s inception but are on a much 
sounder educational basis than ever 
before. Some of these were doubtless 
created originally for the purpose of 
“short-cutting’’ the comprehensive 
and thorough course of training con- 
templated by the College. But as 
time has demonstrated the futility of 
such procedure, groups of this character 

- have fallen by the wayside, miscel- 

laneous groups in the same city have 
been consolidated and better organ- 


need during this period of transition 
when the well-educated men and 
women in life underwriting have been 
refreshing their minds and supple- 
menting their knowledge in anticipa- 
tion of the C. L. U. examinations; but 
as time goes on a decrease in the num- 
ber of such groups seems quite likely, 
for as colleges and universities develop 
the necessary facilities where such do 
not now exist, their more permanent 
character and trained personnel will 
enable them to conduct more efficiently 
the long-time educational programs 
which are essential for C. L. U. prepara- 
tion. 


Interest among underwriters— 


It is hardly to be expected that the 
number of those attempting the ex- 
aminations would be large in the early 
years. Underwriters must first con- 
vince themselves of the desirability. 
Then time is required for preparation. 
Nevertheless, officials of the College 
are intensely gratified with the re- 
sponse. The data presented’ below 
manifest the extent to which. interest 
has already grown. 

The column ‘showing the. number 
completing all examinations satisfac- 
torily includes twenty- six college grad- 


TABLE II 
z ; Number Completing | Number of 

2 mber ag All Examinations Examination 

eR ENORI Satisfactorily Centers Used 
June 1928... cannes seat ea 26 nga 34 22 14 
Dee bs ee i a a E ee Re er 32 15 _ lv 
, June 1929. cece ee eee eee eee 114 68 ` 25 
Tune 1980... 2. cece ee eee eee eee 235 115» 36 
June 1931...............0 eee Rites 521 187 49 
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uates who took the examinations before 
meeting the three-year experience re- 
quirement and who, accordingly, have 
not yet received their C. L. U. diplo- 
mas. It also includes three persons to 
whom the Certificate of Proficiency was 
awarded. 

Interest in the examinations is na- 
tion-wide. This is quite evident from 
the fact that: the 114 candidates in 
1929 represented 40 cities and towns in 
23 states, the District of Columbia, 
and China; the 235 candidates in 1930 
represented 86 cities and towns in 30 
states, the District of Columbia, and 
Japan; and the 521 candidates in 1931 
represented 151 cities and towns in 
37 states, the District of Columbia, 
British Guiana, and Cuba. 


Prospects for the 1932 examinations— 


A continuous effort has been put 
forth during the past year to maintain 
an intimate contact with all organized 
C. L. U. educational activities, whether 
conducted independently or under the 
auspices of colleges and universities, 
life underwriters’ associations, or com- 
pany home offices or agencies.. A re- 
cent survey of all such indicates that 
approximately two thousand under- 
writers are now pursuing courses of 
study leading to the examinations, and 
causes the College officials to believe 
that at least one thousand of these will 
take the 1932 examinations. More- 
over, the greater care with which 
educational programs have been organ- 
ized, the tendency to take the exam- 
inations in installments over a period 
of time, and a growing recognition on 
the part of candidates of the need for 
long-time, thorough preparation will 
doubtless prove to be important factors 
in helping these candidates to reach 
their goal. 


PROFESSIONAL CONCEPT GAINING 
As time goes on, the College receives 
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from every side an increasing amount 
of enthusiastic support. The home 
offices of many life insurance compa- 
nies have enthusiastically indorsed the 
C. L. U. educational program and have 
strongly urged their representatives 
to prepare for the examinations, offer- 
ing very substantial inducements in 
numerous instances to those who do so. 
The insurance press has been most 
sympathetic and kind in supplying 
its readers with information on College 
activities. Underwriters who have 
passed the examinations have estab- 
lished an organization known as the 
National Chapter-Chartered Life Un- 
derwriters, which, with its fifteen local 
chapters in leading cities, has done 
much to stimulate a professional view- 
point among life underwriters and to 
promote educational work which will 
aid others to secure the broad educa- 
tion which their vocation necessitates. 
The united influence of this group, now 
numbering 407, will undoubtedly be- 
come a more and more powerful factor 
in advancing the cause of sound under- 
writing. 

The public has suffered in the past 
because many of those who entered life 
underwriting lacked a definite worth- 
while goal. It was easy to get in and 
just as easy to get out if one became 
discouraged. This situation was not 
wholesome. It involved not only a 
high turnover among agents but un- 
fortunately a tremendous wastage to 
the public in life insurance which was 
lapsed because improperly sold or in- 
adequately serviced. It is the belief of 
College officials that establishment and 
maintenance of high educational and 
ethical standards, coupled with public 
recognition of those who attain them, 
is changing this point of view and is re- 
sulting in an acknowledgment by those 
who are genuinely interested in render- 
ing competent service to the insuring 
public of the need for making life un- 
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derwriting a full-time vocation in which 
knowledge and trained judgment play 
a commanding part. ` That those who 
` have passed the examinations adopt 
this position is manifest not only from 
the fact that they have educated them- 


selves along the recommended lines | 


but also by their fine persistency rec- 
ord, College officials knowing of only 
one who has thus far left life under- 
writing. i 
This brief survey of the steps taken 
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by life underwriters and educators to 
place life underwriting objectively’ 
upon a professional basis should not be 
concluded without reference to the 
spirit which it has inspired among per- 
sons engaged in other fields of insur- 
ance. Already has the suggestion 
been made ‘that educational standards 
of a similarly high type should be estab- 
lished for those engaged in property in- 
surance and casualty insurance. All of 
this augurs well for the insuring public. 


Ernest. Judson Clark is president of the American 
College of Life Underwriters and of the Baltimore Crim- 
inal Justice Commission, and is state agent for the 
John Hancock: Mutual Life Insurance Company for 


Maryland and the District of Columbia. 


He was 


formerly president of the National Association of Life 
Underwriters, and founded “Life Association News,” 
the offictal organ of the Association. 


‘Insurance Tendencies in England 
By G. W. Ricamonp 


EFORE making any definite 
remarks upon “Insurance Tend- 
encies in England’”—the prescribed 
title of this article—it will be well to be 
clear as to what is to be discussed. 
Starting from the end, it is to be ob- 
served that although “in England” is 
a convenient expression, it is yet 
intended to cover Great Britain—not 
irrelevant of mention since some of the 
principal offices, for example, hail from 
Scotland. Moreover, British insur- 
ance offices operate in all parts of the 
world, and consequently it would be 
undesirable entirely to exclude refer- 
ence to what is happening outside the 
British Isles, especially at a time when 
it is becoming increasingly evident how 
closely bound up together are all the 
peoples of the world. 

An analysis of tendencies (tendency= 
bent, drift, inclination, disposition) is 
understood to connote the study of 
movements that have been taking 
place, with a view to deciding how they 
are likely to progress in the future—a 
subject peculiarly sympathetic to in- 
surance, which is so largely occupied 
with that standpoint. And since it is 
given to but few of us, and even then 
only in rare instances, to be able to 
foresee anything not already shadowed 
forth in some degree, the réle of proph- 
esying is not one to be assumed lightly. 
Hence, in practice, the study of tenden- 
cies will assume two aspects: (1) an 
investigation of the facts of the past 
reaching to the present, and (2) at- 
tempts to form opinions based upon 
those facts, as to the probable line of 
continuation from the present into the 
unknown future. 
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DEFINITIONS or INSURANCE 


Coming now to the first word of the 
title, it must be said that “insurance” 
is a term loosely applied, and the 
definitions of it in the English language 
are incomplete and unconvincing. Cer- 
tainly its range is being extended from 
time to time, as human inventiveness 
evolves néw schemes to meet various 
requirements, and human ingenuity 
discovers new means to overcome in- 
herent difficulties. Yet, implicit even 
in this statement is to be perceived the 
groundwork of some kind of definition 
which is not allowed for in our available 
English descriptions, which in the main 
are just what jurisprudence deems in- 
dispensable, and thus neglect many 
diverse features of what we recognize as 
insurance. 

Fortunately we are not bereft of 
guidance in seeking a definition of a 
more comprehensive nature. Profes- 
sor Alfred Manes, the eminent German 
writer on insurance, developing a sug- 
gestion! by the Italian Professor 
Gobbi,? proposed more than a quarter 
of a century ago the definition that 


by insurance we understand: an economic 
institution resting on the principle of mutu- 
ality, established for the purpose of supply- 
ing a fund, the need for which arises from a 
chance occurrence whose probability can be 
estimated. 


Many modifications of this have been 
suggested,’ and in the latest edition of 


1 [/assicurazioni in generali, Milan, 1898. 

2 International Actuarial Congress, Berlin, 1906, 
Vol. IH, p. 39. 

3 “Begriff,” Versicherungs. Lexikon, 3rd edi- 
tion, Berlin, 1930. 
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his standard work on insurance,’ Pro- 
fessor Manes substitutes a new form, 
which may be rendered as: “Insurance 
is a mutual provision for the accidental 
and calculable financial want experi- 
enced by numerous similarly-threat- 
ened economic statuses.” ê 

Mutuality is the central idea, and 
the want ‘of financial provision is the 
reason for such an organization. The 
want must arise from accidental causes, 
which yet must be sufficiently stable 
and numerous to form a basis for re- 
liable calculations. 

Every word in each definition was 
the subject of weighty deliberation, 
well worthy of reference in the original. 
A comparison of the two versions is 
also instructive. It may be noted 
that the latest edition of Versicherungs- 
wesen comprises state insurance, which 
the previous four did not; and it will be 
seen that the new definition does not 
insist upon an initial equivalence of 
contributions and benefits for each 
individual, thus permitting of the 
inclusion, within the definition, of 
national state insurance schemes in 
their usual form. 


Private AND PUBLIC INSURANCE 


Attention is thus directed to a 
trenchant differentiation in the or- 
ganization of insurance, namely, as 
conducted by: (a) private undertak- 
ings, whether for profit or on mutual 
principles where effecting an insurance 
is a personal voluntary matter on the 
part of each individual who joins; and 
(b) state institutions which compel all 
to join who are within the scope of the 
relative legislative enactments. 

While it is to be understood that 
there are private institutions with 
compulsory membership (some staff 
pension funds, e.g.) and some state 

4 Manes, Alfred, Versicherungswesen, 5th edi- 


tion, Vol. I, p. 2, Berlin, 1930. 
5J.1.A. Vol. LXI, Part I, p. 146. 
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insurance schemes with voluntary par- 
ticipation (New Zealand), the charac- 
teristics of the two great classes may 
be regarded as stated, and it is desired 
to emphasize them, as they furnish 
the most weighty instance for studying 
the tendencies of insurance in England. 


STATE INSURANCE 
The Old Age Pension Act of 1908 


inaugurated state insurance in Great 
Britain, apart from a feeble Pos: Office 
Life Assurance scheme anil the sale of 
life annuities by the Post Office and by 
the National Debt Commissioners— 
both voluntary. It required no con- 
tributions but was followed by the 
National Health Insurance Act of 
1911, which was amplified later, bring- 
ing an ever growing proportion of the 
population within its range compul- 
sorily. Finally, the Unemployment 
Insurance Acts passed beyond the lim- 
its of what had hitherto been consid- 
ered practicable, and undoubtedly 
strained severely any reconciliation 
with the above definitions of insurance. 

This ever growing tendency towards 
state compulsory insurance, character- 
istic of England during the last quarter 
of a century, largely guided by political 
views and the desire to furnish insur- 
ance on a comprehensive basis to 
classes of the community ill able to 
provide for themselves, has been 
checked. As a consequence of the 
strained economic condition of the 
country, resulting in much unemploy- 
ment, the financial stability of the 
Unemployment Insurance Scheme has 
been very greatly impaired. The posi- 
tion has been further aggravated by 
an undue weakening of the qualifica- 
tions for benefit, due to political inter- 
vention. And again, the same unem- 
ployment, by reducing the number of 
those in a position to pay contribu- 
tions, has injured the financial position 
of the National Health Insurance 
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Scheme. Although there is still an 
actual surplus of fully $10 per head, 
only 90 per cent of the amount paid in 
benefits is being received in contri- 
butions. 

At the same time it is to be claimed 
that unemployment insurance has pro- 
vided useful machinery for assisting 
the necessitous in a period of crisis. 
That, per se, is not exactly the function 
of insurance, and it is possible that the 
settling of these accounts may have 
the tendency of checking further de- 
velopments, which in the political 
program of advanced parties extended 
to the absorption of all insurance ac- 
tivities by Government. As to this, 
the example of Italy may be recalled. 


ADVANTAGES AND DEFECTS 
INSURANCE 


Any discussion on the relative ad- 
vantages of private and public or state 
insurance respectively should take ac- 
count of the following points: 


OF STATE 


For state insurance— 


(1) It provides insurance for those 
least able to help themselves. 

(2) It can cope with forms of insur- 
ance that have not been found prac- 
_ticable by private enterprise. 

(8) It should be more economical in 
working than a similar scheme devel- 
oped commercially, since the heavy 
expenses of new business procuration 
are avoided by compulsory member- 
ship. 

(4) The advantages of insurance are 
at once brought to the notice of wider 
groups of the community. 

(8) The larger numbers combined 
should form more stable averages for 
the statistical experience. 


Against state insurance— 


(1) It is not always advantageous to 
compel people to insure whether they 
will or not. 
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(2) It is preferable for individuals to 
develop their own characters and to 
act for themselves. The activities of 
the state tend to weaken the initiative 
of the community. 

(3) Administration by state officials 
is likely to be stiff and immobile—con- 
forming to regulations and unrespon- 
sive to the needs of the public. 

(4) Otherwise, state schemes are 
likely to be modified violently as a re- 
sult of political changes. 

(5) Experience has not demon- 
strated more economical management 
when the accounting is strict. 

(6) The statistics available demon- 
strate that with growing knowledge 
of the particular scheme by the insured, 
the rates of claims definitely increase. 


PRIVATE INSURANCE 


Since the elimination of private in- 
surance does not appear to be in 
immediate prospect, the scope of its 
activities may be studied. 

As a preliminary, it is to be borne in 
mind that British insurance offices are 
free from certain restrictions that apply 
in American states. For example, life, 
fire, and marine may all be written by 
one concern, provided that separate 
and appropriate accounts are kept. 
The offices are free generally to make 
their own tariffs and determine their 
own bases for the calculation of re- 
serves, and they may value their in- 
vestment securities on such principles 
as they consider best, though full par- 
ticulars must be published in prescribed 
form. There is no Commissioner to 
decide on these points, except in the 
case of industrial life insurance, to be 
considered later. Another exception 
appliesto casualty insurance (employers? 
liability), also for subsequent notice. 


Marine— 


Insurance in England is a plant of 
slow growth. With an island country, 
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marine insurance not unnaturally first 
became prominent, although various 
forms of benefit were granted by the 
guilds to their members from the ear- 
liest times. The great fire of London in 
1666 encouraged fire insurance, which 
developed steadily and spread all over 
the world. Life assurance in its mod- 
ern form started over two centuries 
ago, but was hindered by legal difficul- 
ties (charters) until the old Equitable 
was founded in 1762. Industrial life 
insurance dates only from the middle of 
last century. 

‘Marine insurance has had a eae 
ered career of late. Peculiarly respon- 
sive to the world economic position, it 
suffered severely during the period of 
rising prices a dozen or so years ago 
(cost of repairs), and also during the 
current period of falling prices, com- 
mencing with the settlement of former 
claims and continuing with an ever 
lessening volume of business, due to 
the falling off in trade. All of this has 
been accentuated by a general orgy of 
rate cutting and world-wide competi- 
tion by unqualified bodies, ‘which com- 
menced during the earlier period. Cau- 
tious .underwriters refused to quote 
unremunerative premium rates, and 
secured little business; others, bolder, 
paid the penalty in crushing loss ratios. 

Endéavors are being made by inter- 
national and other arrangements to 
place the underwriting on a sounder 
basis and also to harmonize as far as 
possible the variety of regulations, legal 
and other, which prevails in the world 
seaports. 

A tendency of note in this category 
of business is in connection with the 
coverage of the super-liners for ‘the 
Atlantic. The great expense of these 
vessels, the real nature of the risk as 
evidenced by some disastrous claims, 
and the numerous failures of reinsur- 
ance offices that have occurred of: late 


years, have made the question of rein- 
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surance a vital problem. Both the 
French and British Governments have 
indicated their willingness to assist 
their respective nationals by taking - 
unplaced balances of insurance‘ re- 
quired. 

In prosperous times the normal risks 
of marine business are frequently be- 
low average, except to the extent that 
aged vessels are brought into employ- 
ment. As against this, expensive 
trammels tend to be imposed on ship- . 
ping in various parts of the world where 
suitable objects for additional taxation 
are always being sought. When condi- 
tions change for the worse, the experi- 
ence in marine insurance is inclined to 
deteriorate, and exactions that can be 
borne while results are, good become 
intolerable. 

The position is at present poor, but 
with the clearance of inexperienced. 
underwriters and adventurous rate 
cutters that has been proceeding for 
some years, it has become sounder, so 
that at any rate hull business is already 
manageable. With a greater degree of 
coéperative effort and harmonizing of 
international arrangements, the trend 
should be upwards, especially on a re- 
vival of trade, provided that currency 
depreciation does not become more 
widespread, which would bring further 
difficulties in its train. 


Fire— | 

‘Fire insurance likewise has reacted 
to the general world depression, but so 
far as regards British offices, to a much 
less degree than marine. A diminution 
in premium income has been inevitable 
and has been accompanied as usual by 
a rising claim ratio, which, however, 
has not been so serious as it might have 
been. Still, the large reserves of the 
offices—the result of their conservative 
policy in not distributing to stockhold- 
ers, even after years of successful 
underwriting, more than the interest 
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earnings on their funds—have enabled 
them to pursue a fairly even course. 
Their breadth of view is indicated by a 
‘voluntary reduction of premium rates 
for a number of categories where such 
a course has been found feasible, al- 
though the rates for cinema halls 
(“movies”) have had to be increased. 

The continued interest of the fire 
insurance offices in the preventive side 
is exemplified by further concessions 
for new approved sprinkler installa- 
tions, while they have collaborated 
with professional bodies such as en- 
gineers and architects to decide on 
favorable fire-resisting materials and 
constructions. An interesting instance 
of coöperation with a Government De- 
partment was. the preparation some 
time ago of a specification by the 
British Fire Offices Committee for ex- 
tinguishers suitable to be carried on 
public ‘service road vehicles, now re- 
quired in terms of the Road Traffic 
Act 1930. 

The offices, collectively, display 
every intention of adapting themselves 
readily to new public requirements. 
Endeavors to cultivate side lines con- 
tinue, but probably “use and occu- 
pancy” is still the most promising. 
Of great possibilities in scope as a ful- 
fillment of a real business want arising 
as a consequence of fire, the great va- 
‘riety of forms’ of coverage creates a 
problem of much complexity in pre- 
mium rating and policy drafting, al- 
though in England there is no statutory 
prescription. 

The widespread foreign connections 
of the offices have furnished no attrac- 
tive features. Adverse trade condi- 
tions, heavy loss ratios, restrictive 
legislation, burdensome taxation, ad- 
verse political propaganda, and in- 
tricate currency questions continue to 

ê For a description consult “Modern Insur- 


ance Tendencies,” Tue Annas, March 1927, 
p. 108. 
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call for the utmost efficiency in 
administration. 


Newspaper schemes— 

A novelty in practice is that some 
prominent newspapers have introduced 
a scheme of free fire insurance. Their 
early ventures were with accident in- 
surance, but in their competitive zeal 
they have now extended further. The 
new scheme is in too early a stage for 
any experience of its results to be 
available. It has, however, to be 
noted as a “tendency.” 


Casualty— 


In casualty insurance there has been, 
of course, a diminution in premium 
receipts, but the business is in a sound 
condition, although the profits have 
fallen off, since the overhead expenses 
do not decline in the same ratio as the 
transactions. A notable innovation 
has been in operation for some years as 
regards employers’ liability and work- 
men’s compensation. The business is 
written on terms fixed by an arrange- 
ment with the Government—the near- 
est approach to a rate-fixing scheme. 
The'rate of premium is made to depend 
on the actual loss ratio, which is fixed 
at 6214 per cent, leaving 3714 per cent 
for expenses and profit. The premiums 
are readjusted for each variation of 
one-half per cent in the loss ratio. 
The arrangement works satisfactorily, 
and expenditure on commission has 
been much reduced through its intro- 
duction. 


Personal accident— 

Personal accident insurance, not im- 
mune from the fate of other branches at 
the present time, yet pursues its useful 
course as a preacher of “safety first,” 
and continues to inculcate the value of 
all arrangements likely to prevent ac- 
cidents. As to automobile business, 
the Road Traffic Act of 1930, already 
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cited, makes it compulsory for every 
user of an automobile to be covered 
against third party risks, either through 
an insurance company or by the de- 
posit of securities. This, so far satis- 
factory for unfortunates injured, has 
led to the exclusion of many old ma- 
chines, for the annual cost of insurance 
was found to be greater than the value 
of the automobile itself. The regula- 
tion is to be considered as a further 
tendency in this country towards Gov- 
ernmental regulation in insurance 
questions. 


Lafe— . 

It so happens that ordinary life in- 
surance is, on balance, far less affected 
by trade conditions than any of the 
other great classes of insurance. If 
business conditions in general are not 
“favorable, many merchants reduce 
their commercial commitments and to 
a noticeable extent employ their spare 
capital in effecting new life policies for 
large amounts. The procedure is safe; 
an advantage is secured by the remis- 
sion of income tax which is permitted 
(about one half of the normal premi- 
ums paid are credited as a reduction of 
income), while with a revival of trade, 
such policies become ‘documents of 
value which will bear loans at low 
rates of interest without perceptible 
expense. If the economic position is 
flourishing, the general body of the 
community is in a better position to buy 
life insurance. The result is that in the 
aggregate the new business transac- 
tions of the offices increase steadily, 
year by year—a decline in the returns 
from one section of the community 
being more than counterbalanced by 
increases from another. 

Canvassing has not been conducted 
in the past with the same intensive 
activity in England as in the United 
States, so that there remain quite large 
strata of the population still inade- 
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quately protected by life insurance. 
Then, there is a growing need for a 
coverage which life insurance is best 
able to provide. In this, taxation 
plays a part. The heavy financial 
burdens of the country have called for 
severe taxation, which is steeply graded 
against the wealthier members of the 
community. 

As an illustration of this, if a man 
possesses capital say to the extent of 
five million dollars, income tax will take 
at once roughly one half of the income. 
Furthermore, a quarter of the capital 
will be required for duties payable at 
his death. Suppose he wishes to effect 
life insurance to provide against these 
death duties—it might be ruinous to 
throw large blocks of stock on the mar- 
ket, or impracticable to dispose of real 
estate reasonably, apart from senti- 
mental objections to the dismember- 
ment of inherited lands, and so forth. 
In this case the policy must be large 
enough to provide for death duties on 
the sum insured as well. A simple cal- 
culation will show that in certain cases 
the annual premium for a suitable ordi- 
nary life nonparticipating policy may 
absorb all the rest of his income. 


Distribution of wealth— 


Partly as a consequence of such tax- 
ation, there is proceeding a redistribu- 
tion of wealth, so that although the 
country is collectively poorer than it 
was, larger numbers of the people are 
in a position to avail themselves of 
life insurance than was formerly the 
case, and are better educated as to the 
advantages of so doing. 


Favorire PLANS or INSURANCE 


The plan of insurance most in favor 
is endowment assurance, with partici- 
pation in profits, although there are 
changes in popular favor to some de- 
gree. When, following war conditions, 
the prices of securities declined heavily 
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and some of the companies declared no 
bonuses (bonuses are dividends in the 
form of reversionary additions to the 
sums assured, which is the more popu- 
lar method in England), the new busi- 
ness gravitated to the nonparticipating 
classes. With the rise in security val- 
ues that has been proceeding for a num- 
ber of years until recently, the large 
investment profits, suspended through 
the previous substantial writing down 
of values, became released for distribu- 
tion, and the valuations of late years 
have disclosed very good results—con- 
stituting records—and. so participat- 
ing policies have increased again in 
favor. 

The present setback, combined with 
the fact that current bonuses can 
scarcely be said to be earned'‘in the 
aggregate by the premiums paid for 
them, suggests the possibility that 
bonuses may not be maintained at 
their present level. Another correc- 
tive in favor of nonparticipating busi- 
ness is that certain companies which 
make a feature of cultivating this 
category of business have revised their 
rates of premium for nonparticipating 
policies in consequence of the lower 
rate of mortality now prevalent among 
lives insured, as compared with that 
disclosed in standard mortality tables. 


Single premium policies— 

A temporary phenomenon was that 
a device was discovered some years 
ago for escaping a proportion of income 
tax by effecting whole life policies by 
single premium and borrowing im- 
mediately from the office the full 
amount of loan that could be advanced. 
This became so widespread that special 
legislative enactments were passed to 
stop it, and accordingly it has ceased 
almost entirely. 

A new plan of insurance that in one 
aspect or another is being tried out 
with much success is the combination 
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of the ordinary life plan with a tempo- 


rary annuity benefit. If the life in- 
sured fails, for example, at any time 
within twenty years, an annuity will 
commence at once and continue for the 
remainder of the twenty years, at which 
time the full sum insured will be handed 
over, along with bonuses if any. It 
is too soon to hazard an opinion whether 
this plan is likely to compete seriously 
with the straight lines of ordinary life 
or endowment assurances. 

Generally speaking, of the great 
number of attractive schemes intro- 
duced, few establish themselves very 
firmly in the long run, since it is found 
that, possessing liberal options of all 
kinds, the simpler contracts fulfill 
nearly every requirement. 


Group life— 

The propagation of group life in-' 
surance makes steady progress, and 
certain companies have become partic- 
ularly identified with it. Others view 
it with less approbation, and encourage 
instead the issue of ordinary whole life 
or endowment policies where the con- 
cerns interested are in a sufficiently 
strong financial position. Group pen- 
sion schemes arranged by insurance 
companies for individual industrial 
concerns have long been popular, and 
the movement in their favor continues. 
Disability benefits have not gained so 
much ground in England as in the 
United States, nor have they been am- 
plified or liberalized to the same extent. 
Equally, there has not been the same 
desirability of modifying the terms or 
the contributions through an adverse 
experjence. l 


Annuity business— 

Annuity business plays an important 
part in England. Widespread is the 
custom of elderly retired people to 
make the most of their savings by the 
purchase of annuities. Similarly, pen- 
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sioned servants, or beneficiaries under 
a will are provided for. The annuity 


may be on a single life or may continue . 


until the last death of several, and some- 
times includes a guarantee for the re- 
payment of the balance of the purchase 
price should the life (or lives) fail within 
a limited period. This latter form has 
gained in favor and is usually included 
in pension schemes for employees, and 
may be noted as a tendency. 


Mortality— 


The rate of mortality among annui- 

tants has continuéd to decline for a 
very long time. To cope with this 
feature, which appears likely to con- 
tinue, actuaries have been driven to fix 
the prices in such a way as to allow by 
anticipation for some future lessening 
of mortality rates. Practically all the 
‘companies have united in so doing, 
following a period during which the 
prices of annuities had been lowered 
because of the higher rates of interest 
obtainable. 
pared with say the early years of the 
century is that a higher rate of interest 
is assumed in the basic calculations— 
which makes the cost lower—combined 
with superior vitality, which raises the 
cost. : 
It is. not only the mortality of an- 
nuitants that has become lower: the 
same phenomenon characterizes the 
mortality of the country generally, and 
also that of the life insurance compa- 
nies. Thelatter are at present engaged 
in a new investigation covering the 
years 1924-1929, and the results which 
will be disclosed may be expected to 
lead to coer of an interesting 
nature. 


Valuations— 

While there is no fixed basis for valu- 
ations, most of the companies eniploy 
-the 0™ table of mortality, with 3 per 
cent interest, combined in some cases 


The dual change as com- . 
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with the 0™ (5) table for contracts of 
five years’ duration or more. The old 
Equitable, however, has made a, strik- 
ing change by introducing a special 
mortality table and at the same time 
setting up specific reserves for future 
bonuses. 

It should be explained that the great 
popularity of the 0“ table with 3 per 
cent interest has consisted in the em- 
pirical fact that the results of its use 
happen to furnish with broad equity 
bonuses of the usual reversionary type 
and of the usual amount. For an 
office like the old Equitable, which has 
a peculiar system of allocation—the 
bonuses are extremely large, especially 
for old contracts—the 0M 3 per cent 
basis is less satisfactory. 

If, as is quite likely, the new mortal- 
ity experience of the insurance com- 
panies now in preparation discloses a. 
large diminution in mortality at the 
younger ages, with little change at . 
advanced ages, this will lead to in- 
creased policy reserves and increased 
premium loadings with a net premium 
system of valuation, and some changes 
in practice may well ensue. 


Industrial life insurance—- 
Notwithstanding the introduction 
and expansion of state insurance, in- 
dustrial life insurance has continued 
to develop. Even the economic, diffi- 
culties of the day have had only a de- 
laying effect, although unfortunately 
the number of surrenders has grown . 
markedly. Headed .by the leading 
offices, the conditions of this category 
have been improved steadily. Periodi- 


_eal additions to the sums insured are 


made. Free paid-up policies are 
granted on thé cessation of premium 
payments, and surrender values al- 
lowed. 

Other industrial companies that 
might have been less able or willing 
to go so far have been brought into line 
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to some degree by a distinct innovation 
made by law. The Industrial Assur- 
ance Act 1923 appointed a Commis- 
sioner with considerable powers of 
control over the industrial offices and 
collecting societies, and inter alia re- 
quired the allowance of free policies 
and surrender values in many cases. 
A far-reaching modification in or- 
ganization was made a few years ago 
by the leading office. This was the 
rearrangement of its agency system. 
The agents virtually became members 
of the staff, with defined areas of work 
for canvassing, and so forth. The ex- 
pense ratio of that company has been 
reduced from over 40 per cent of the 
premiums to less than 25 per cent. 
Another notable feature is that the 
industrial offices, particularly those 
that have ordinary branches attached, 
_ evidently pursue the educational work 
among their policyholders of encourag- 
_ ing them to take ordinary policies, 
which are less costly in management. 
Industrial offices have made much prog- 
ress in filling up the gap between ordi- 
nary life insurance (with an average 
sum insured of perhaps $1,500, and 
premiums payable at the office annually 
or at most half yearly or quarterly) 
and industrial insurance (with an 
average sum insured of say $100, and 
premiums collected weekly at the house 
of the policyholder by an agent). 
Questions of high policy are dealt 
with by industrial offices on broad lines 
. that could scarcely be handled by the 
officials of a State department without 
the cumbrous preliminaries of special 
Acts of Parliament; for example, the 
General Strike of 1926 involved a wide 
cessation of premium payments by the 
policyholders in industrial companies. 
The companies assisted their members 
in every possible way to maintain their 
policies, and incurred heavy expendi- 
ture in so doing—-much beyond any 
contractual obligation. 
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Other classes of insurance— 


Limitations of space exclude mention 
of the multiplicity of new plans of in- 
surance, which find ever ready atten- 
tion, especially by Lloyds’ underwriters 
—some to fall shortly into -forgetful- 
ness, others to attain full development 
and wider application. Mention may 
be made of the remarkable expansion 
of building societies, which, with or 
without auxiliary life insurance, assist 
people to purchase their own houses. 
Aircraft insurance, which impinges on 
so many branches—life, fire, and cas- 
ualty—is showing signs of becoming 
very important; with its ramifications 
and contact between different coun- 
tries, it should assist in that codépera- 
tion in insurance which is so desir- 


able. 


INVESTMENTS 


For many years the attention of in- 
surance managers and actuaries has 
been increasingly directed to the prob- 
lems connected with the investment of 
their ever growing funds. While the 
primary duty has been to insure the 
safety of the principal, and the second- 
ary one to obtain as high an interest 
return as practicable, the combination 
of the two ideas has excluded tooslavish 
a devotion to “gilt-edged” securities 
enhanced in price by the demand for 
them by banks and trustees. While 
well-secured ‘‘fixed return” invest- 
ments have been favored because of 
their superior average stability, there 
has been some support of ordinary 
shares, with evidence produced that 
such have on the whole been more 
profitable in the past than the other 
class. 

Life office valuations must be pub- 
lished, in terms of the law, at intervals 
not exceeding five years; but many 
companies make annual valuations, 
and some publish the results. Recent 
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fluctuations in the market values of 
securities have given rise to a reaction- 
ary tendency towards dropping annual 
valuations so as to’ avoid the necessity 
of dealing with a financial situation 
that may be adventitious, and so secure 
the advantage of a longer period to 
determine reliable average values. 

__ Life insurance companies are not sub- 
ject to “runs” in the same way as 
banks, and while a distribution of divi- 
dends based upon a valuation of securi- 
ties beyond that obtainable in the open 
market would be an unsound procedure, 
yet, on the other hand, penalizing of 
the old members by excessive reduction 
of dividends because of temporary 
adverse movements would be unneces- 
sarily harsh. An intermediate course 
in this, as in the precisely opposite cir- 
cumstances, seems most consonant 
with the cautious traditions of life 
insurance management. 


INSURANCE FOR WOMEN 


Another sign of the times is the fuller 
participation of women in insurance, 
corresponding to their greater share 
in the public activities of the Nation. 
More plans of insurance have been 
devised for their particular require- 
ments, and a life insurance company 
has been founded by and for them. 


SUMMARY 


If now an attempt be made to survey 
what has been said as to insurance 
tendencies in England, and at the same 
time to incorporate some observations 
of a general nature, the relations be- 
tween insurance institutions and the 
state loom prominently. The impor- 
tant development of state insurance 
and the innovations in industrial life 
insurance, employers’ liability, and 
automobile insurance are significant. 
Beyond this, the law controlling private 
insurance may be said to be sub judice. 
The companies operate under the_ 
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Assurance Companies’ Act, 1909, but 
in 1924 a Parliamentary Committee 
was appointed to inquire into desirable 
amendments. This Committee re- 
ported in 1927, and although their 
recommendations have not been trans- 
lated into legislative enactments, they 
afford an illustration of possible tenden- 
cies. The changes suggested were 
numerous but not in themselves revolu- 
tionary—some alterations as to de- 
posits and accounts, the most weighty 
possibly being the separation of the life 
assets from those of the other branches, 
where a combined business is trans- 
acted. 

For the purpose of this study of 
tendencies, however, the different 
standpoints revealed by the proposed 
new law areilluminating. The current 
Act prescribes for certain definite 
branches of insurance and neglects all 
others. The new Act would embrace 
all branches of insurance and exclude 
some for adequate reasons, such as 
private pension funds and institutions - 
which exclude or do not canvass for 
public support. l 

All in all, the community under- 
stands more about insurance than it 
did, and the legislature concerns itself 
more with questions affecting this 
subject. While insurance companies 
are liable to few trammels in conducting 
their operations, the attitude of the 
country is far from being that of 
laissez faire. Rather is it the case that 
their comparative freedom is a con- 
ditional immunity dependent upon 
their continued efficiency and relia- 
bility in management of the trusts in 
their care, and upon their maintenance 
of the confidence of the public that 
this is the case. 


Co6PERATION ESSENTIAL 
Denuded by the War of many who 
would be playing a leading part in the 
counsels of the Nation—of the many 
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who will not return and others whose 
energies have been impaired—a younger 
generation has come to the front in 
England. It has, in various respects, 
“broken with its predecessors. Many 
of their traditions it disowns, and some, 
in moments of intolerance, it condemns. 
Having made its own social laws, it 
goes its own social ways.’’” 
Widespread are the attempts to 
strengthen coöperation in every aspect 
of English national life. Codperation 
is so essential a fundamental of insur- 
ance that such an appeal requires no 
indorsement. Beyond that, however, 
insurance men who need no teaching 
as to the merits of coöperation, have a 
duty in inculcating its advantages on 
1 Times, Jan. 7, 1932. 
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international as well as on national 
lines. 


... At a time when difficulties and per- 
plexities confront the whole world . . . we 
dare to believe that many of these... 
will yet prove to have been as goads press- 
ing the peoples forward ‘to 4 new order of 
international fellowship. A world, already 
so manifestly interdependent economically, 
requires cloger coöperation between govern- 
ments and greater readiness on the part of 
the peoples to act together for the good of 
all. Civilization must move in this direc- 
tion lest it perish.® . 


May insurance contribute its full 
share towards such a tendency to act 
together for the good of all! 


8 Address by the Convocation of Canterbury to 
the King of England, Jan: 20, 1932. 
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Modern Insurance Developments in Germany 


By ALFRED Manus 


HE present epoch of insurance in 
Germany begins with the end of 

the horrid epidemic illness of money— 
the inflation—extending from 1919 
to 1923.. This intimate connection 
between insurance and currency has 
never before been sufficiently recog- 
nized. Nevertheless, insurance de- 
pends on money in all its functions, and 
currency depreciation most vitally 
affects both the insurer and the in- 
sured and every phase of the insurance 
business, especially the accumulation 
of reserves. ý 


Lire Insurance 


Life insurance, aboye all, is severely 
hit by currency depreciation, and the 
destruction of values such as that 
which overtook German life insurance 
during the inflation period was bound 
to assume immense proportions. On 
the one hand, sums assured totaling 
some, 16,000,000,000 Marks and assets 
exceeding 6,000,000,000 Marks were 
involved; on the other hand, the de- 
preciation reduced the value of the Ger- 
man currency unit toryov.c0t. 000.000 
of its former value. 

The position of those German com- 
panies, part of whose liabilities were in 
foreign currency, while their reserves 
were in Marks, became serious at an 
early stage. This affected only a 
relatively small number of institu- 
tions; but all companies, without ex- 
ception, were gravely prejudiced by 
the rapid decrease in the interest on 
investments and the continued rise in 
overhead expenses in spite of every 
effort to conduct their business eco- 
nomically. In the later stages of the 

‘inflation, the purchasing power of the 


premiums payable became so small 
that it ceased to be worth: while even 
to collect them. 

The result of the continued de- 


‘preciation of the sums insured was a 


growing abandonment of insurance by 
the public. Only a few Germans were 
able to'take out and keep up insurances 
abroad. In spite of all the expedients 
tried by the German insurance com- 
panies during the years 1919-1923, 
circumstances were too strong for 
them, and by 1923 the business of 
life insurance in Germany was prac- 
tically wiped out. 

Consideration of the effect of post-war 
currency depreciation upon German life 
insurance leads one to the conclusion 
that in the event of far-reaching 
monetary depreciation there probably 
exists no effective means of safeguard- 
ing life insurance against grievous 
injury. ; 

November 15, 1923, may be re- 
garded as the birthday of the new 
German currency. On that day sta- 
bilization commenced, and from it 
dates the revival of life insurance. 
New policies have since been effected, 
to an extent surpassing all expectation. 
During the eight and a half years 
since ,the stabilization of German 
currency, life insurance has acquired 
funds amounting to nearly two thirds 
of its former assets which it had taken 
many years to accumulate, and has 
reached a premium income as large 
as-it formerly enjoyed. Certainly 
all these figures do not consider the 
new money depreciation or change 
of purchasing power between 1914 
and 1981, which may be placed as 
high as about 30 per cent. Next to 
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stabilization, the revaluation or valori- 
zation of paper-Mark policies has been 
of greatest importance. 


Important CHANGES IN LIFE 
INSURANCE 


Important changes in the German 
life insurance of the latest period are 
the following: 

Most of the companies which had 
a large industrial insurance business 
have given it up, or if they still carry 
it on, they have introduced monthly 
or quarterly premiums instead of 
weekly premiums, in order to save 
the considerable administration costs 
arising from collection of the premiums. 
New companies have come into ex- 
istence whose specialty is industrial 
life insurance, mostly called burial 
insurance or the like, 

Tn a certain sense, also, the insurance 
given automatically by publishers of 
journals or periodicals to their sub- 
scribers, mostly insured or reinsured 
through life insurance companies and 
involving about 13,000,000 policies, 
has taken the place of the former wide- 
spread industrial insurance called “ peo- 
ple’s insurance.” 

There have been other innovations 
following the American example. The 
sum insured is often doubled in the 
event of death by accident. Another 
American example introduced into 
Germany (but to a rather small de- 
gree, because of the far-reaching com- 
pulsory social insurance of employees) 
is group insurance, charging a uniform 
premium for all ages in the group and 
limiting the possible period of insurance 
to a short term of years. German 
sentiment is not in favor of this kind 
of life insurance, and it is regarded as 
a doubtful system. 

Besides the private life insurance 
companies and the compulsory social 
insurance, there are in all German 
provinces publie life insurance offices. 


. 


195 


Some were founded just before the 
beginning of the World War, but 
most of them after the War. The 
competition between these two dif- 
ferent bearers of insurance was very 
strong. But within the last few years 
there has developed a much better 
understanding, and it is very interest- 
ing to state that there is now a com- 
bined propaganda work of all life 
insurance institutions, private and 
public, to promote the idea of life 
insurance. In daily papers and pe- 
riodicals, in the railways and the 
stations, on pillars and posters, one 
finds most artistic advertisements and 
pictures generally recommending life 
insurance without mentioning any 
special company or institution. 

It is an astounding fact that the 
life conservation service introduced 
by the late Dr. Lee K. Frankel into 
the Metropolitan and other American 
companies was brought over to Ger- 
many about five years ago and is mak- 
ing good progress, But it is not 
generally known, either in the United 
States or in Germany, that the stimulus 
to Dr. Frankel’s work was received 
from the German compulsory social 
insurance which he studied, guided 
by myself, about twenty-five years 
ago, and that promoters of the life 
conservation service wanted to copy the 
American institution without knowing 
the real origin of it. 


Property LIFE INSURANCE 


Heretofore it was customary to 
distinguish between life insurance and 
all other kinds of insurance by strongly 
emphasizing the difference that in the 
former a capital sum would have to 
be paid in any event at some time in 
the future (hence it was also referred 
to as “sum insurance,” Summen- 
versicherung), whereas in the other 
kinds of insurance it was stated as 
entirely uncertain whether the insured 
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would ever receive any payment from 
the insurance companies, since such 
payment was stipulated only in the 
event of a loss (hence “loss insurance,” 
Schadenversicherung). 
This distinction is not possible 
since the introduction of “property 
life insurance.” ‘This form of in- 
surance may be said to be in a class 
by itself, in so far as it is a thoroughly 
original concept throughout. ‘The idea 
—as for the first time theoretically 
worked out in detail by Dr. Hans 
Heymann of Berlin and also organized 
_and put into practical operation by him 
jointly with Dr. Georg Hickner—may 
be said to be one of the most original 
new departures in the whole field of in- 
surance activities during recent years. 
The property life insurance (Sach- 
lebensversicherung) most adequately 
and ingeniously applies principles of 
life (capital sum) insurance to property 
(loss) insurance, with the result that 
at some time a capital sum has to be 
paid in any event to every one of 
those participating in property life 
insurance. This is possible by at- 
tributing a sort of personal character 
to the insured subjects, whether they 
be houses, machines, ships, or any 
other property values. They all have 
a lifetime limited in some way, being 
sometimes longer and sometimes 
shorter than human life. Now, as life 
insurance issues policies through its 
different branches in the event of 
death (whether from old age or from 
other causes) and in the event of 
survival, against accidents, sickness, 
and disability, and for recuperation, 
providing no less for those left by the 
insured or for his creditors, just so 
property life insurance grants policies 
for all similar phenomena in the life 
and the decay of property. 
-It may grant a capital sum in’ the 


event of complete destruction of houses, ‘ 


machinery, ships, or other property, 
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the amount of coverage provided 
being then available for building new 
houses, machinery, ships, and so forth. 
But beyond that, it also supplies 
covering funds when events happen 
which do not wholly destroy a piece 
of property but merely have a deterio- 
rating effect upon it. And as latter- 
day life insurance is trying to solve 
the problem of restoring health ‘to 
people threatened with disease pre- 
sumably leading to early death, by 
providing them with expert medical 
treatment and proper care and nursing, 
thus saving them for the benefit of 
their families, their business interests, 
and national economy generally, just 
so property life insurance has from 
the very first set for itself the task of 
making good the cost of repairs of all 
kinds, with a view to the conservation 
of property. 


Inaprquacy or Private RESERVES 


It is true that owners of houses, 
ships, machinery, and the like have 
all along made more or less adequate 
provision in this respect by “writing 
off” amounts and setting apart re- 
serves for the purpose of paying for 
necessary repairs and replacing de- 
stroyed property. But experience 
teaches that only in very rare cases 
are adequate funds made actually avail- 
able in this way for an emergency. 
Especially are such provisions bound ' 
to prove total or partial failures when 
the cost of replacement amounts to 
many times the original purchase 
price, as illustrated by the present 
depreciation of money, or when the 
destruction or very material impair- 
ment of property is dué to sudden and 
unforeseen events—except in the com- 
paratively few cases, such as fire 
losses, which are covered by ordinary 
property insurance. ; 

Here, too, the analogy with life 
insurance is applicable; and we may 
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say that as the savings bank is by no 
means an equivalent of life insurance, 
just so no “writing off” or reserve 
system can compare with property 
‘life insurance. Depositors in savings 
banks, like the owners of houses, 
ships, and factories who are satisfied 
with writing-off systems, have nothing 
but their own individual efforts to 
rely upon; whereas people owning a 
human or property life insurance 
policy pertain to an organized body of 
individuals where the principle of 
“each for all, and all for each” is 
applied on the basis of exact mathe- 
matical and statistical calculations in 
such a manner that the company, 
even after receiving but one or a few 
premium payments, is enabled to pay 
the insured or his heirs a sum of money 
which it would take seores of years to 
accumulate by deposits in a savings 
bank or through the setting apart of 
reserves. 


Fire Insurance INDEMNITY 


Late in 1928, policy conditions 
heretofore in use by all the German 
fire insurance companies underwent 
a change which is likely to have an 
alarming effect far beyond the bound- 
aries of Germany. In the event of a 
loss, the German fire underwriters 
decided that in the future, upon ap- 
plication by the insured, the indemnity 
to be paid should not be based merely 
on the value of the property at the 
time the loss occurred, which was the 
uniform practice, but should be figured 
on the basis of the new value; i.e., 
the amount required to provide a new 
building of like kind. 

The close connection between the 
various branches of insurance, and the 
international character of the insurance 
business, render it not unlikely that 
this new principle, having now been 
recognized in one of the most important 
branches of the German insurance 
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business, will push on for further ex-. 
tension. Therefore it seems to me 
quite appropriate to describe the grad- 
ual evolution of what may well be 
characterized as a fairly revolutionary 
innovation in the insurance business. 
In doing this, I shall not dwell on the 
fact that this kind of insurance is 
occasionally met with in England. 
There, for some time past, a reinstate- 
ment and replacement clause has been 
granted by the members of Lloyds’ 
Underwriters’ Exchange, and besides, 
to meet competition, some English 
fire insurance companies have included 
this clause. It has not, however, been 
generally adopted, as now seems likely 
to be the case in Germany. 

In Germany, also, those who de- 
manded the coverage of new value 
were able to refer to what was already 
in existence, since it is a peculiar 
feature of the early insurance evolution 
in Germany that there are a number of 
state and municipal fire insurance 
organizations, some of them as old as 
250 years or older. They all confined 
their activities to definite, closely 
limited localities—the Feuerkasse Ham- 
burg, for instance, restricting its busi- 
ness to the city of Hamburg; and this 
very institution, the oldest of its kind, 
indemnified the citizens of Hamburg 
to the extent of the new value when 
their buildings were destroyed by fire. 
In this connection, however, it must 
be taken into account, above all, that 
every owner of real estate in Hamburg 
is obliged to insure his buildings with 
this one municipal fire office. 

Until very recently, this anomalous 
condition of being unable to insure 
new value except in isolated cases had 
failed to attract much public attention; 
but this was changed quite suddenly 
during postwar times, after most of 
the individual fortunes had been 
destroyed and especially all real estate 
owners had been heavily injured, and 
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-when Germany was loaded with enor- 
mous and almost unbearable reparation 
obligations, by which the formation of 
new fortunes and large capital reserves 
was rendered practically impossible. 
Thus, in many instances, highly 
critical situations arose. In the event 
of the destruction of a dwelling house 
or factory, the insurance funds re- 
ceived by the owner were far from 
sufficient to enable him to rebuild, since 
the amount of insurance was based on 
the age of the building, and the owner 
did not possess the difference between 
the indemnity received and the cost 
of the new building. 


Movement FOR PAYMENT oF 
REPLACEMENT VALUE 


In such emergencies the question 
naturally arose whether that dif- 
ference could not be provided by in- 
surance. A powerful movement was 
set on foot among house owners and 
large industrialists. The matter was 
taken up by their organized societies. 
The press persistently insisted that the 
insurance companies ought to pay 
attention to the critical situation of 
real estate owners, and that instead of 
paying the inadequate actual value at 
the time of the loss, they should make 
their indemnities equal to the replace- 
ment value. In that connection the 
above mentioned precedent established 
by the German municipal insurance 


institute, and the clauses introduced ` 


in London, to which we referred, were 
cited. Contractors and industrialists 
threatened to terminate their con- 
tracts with the German fire insurance 
companies and to place their insurance 
exclusively with English companies 
paying losses on the basis of the re- 
placement value. 

The German fire underwriters took 
an unfavorable attitude towards the 
plan, because at first they were con- 
vinced that the German law prohibited 
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such coverage of new value, exactly 
as the American law does, the argu- 
ment being that indemnification to 
the extent of the new value resulted in 
an enrichment of the insured, which 
was not the object of the insurance. 
This view was shared by the highest 
official insurance authority, the Reichs- 
aufsichtsamt fiir  Priwatversicherung 
(National Department of Supervision . 
for Private Insurance) at Berlin, 
exercising supervision over all. the 
private fire insurance enterprises in 
the German Empire. 


SUPPLEMENTARY COVERAGE OF 
New VALUE 


In opposition to this, isolated voices 
among scientific and practical insur- 
ance men endeavored to prove that 
the coverage of new value was not 
prohibited by the German law and that 
it did not amount to an illegitimate 
enrichment, but was merely an in- 
demnification for loss of substance. 
The propaganda in favor of such 
indemnification steadily increased in 
acuteness and led to an extremely in- 
teresting compromise between the fire 
underwriters and those demanding 
coverage of new value; viz., what is 
known as supplementary coverage of 
new value, which shall be the next 
subject of our consideration. It was 
introduced in the autumn of 1927, 
its fundamental features being as 
follows: i i 

(1) The coverage applies to the dif- 
ference between the new value of the 
insured property at the time the loss 
occurs and the insured value according 
to the general policy conditions (actual 
value at time of loss). 

(2) In the event of a loss, a loan 
bearing no interest is to be granted to 
the insured by the underwriter, in an 
amount up to the difference referred 
to in (1), and to the extent that the 
property is replaced or reinstated by 
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the insured, provided such replacement 
or reinstatement is effected within 
two years from the date of the loss. 

(3) The insured is not entitled to 
the payment of the loan unless and 
until the proper application of the 
money to such replacement or rein- 
statement is assured. 

(4) If, at the time of the loss, the 
-difference referred to in (1) in respect 
to the property pertaining to any 
` covered item exceeds the amount in- 
sured on such item (underinsurance), 
the loan is to be granted only in the 
proportion which ‘the insured amount 
bears to that difference. 

(5) The loan is to be repaid in ten 
equal installments, the first to be paid 
two years after the granting of the loan, 
and the remaining installments to be 
successively paid each year thereafter. 

Premature repayment of the loan is 
permissible, the conditions applying 
to such premature repayment being 
subject to mutual agreement between 
the underwriter and the insured. 

In case of failure to pay any install- 
ment ‘promptly on the due date, in- 
terest shall be paid on it for the time 
of delay at the rate of 1 per cent above 
the rate of discount charged by the 
Reichsbank. If the installment is not 
paid within three months after the 
underwriter has made demand for 
payment in writing, stating the con- 


sequences of delay, he shall have the. 


right to give six months’ notice of 
termination of the entire unrefunded 
balance of the loan. Written demand 
for payment cannot be, effectively 
made until the installment has become 
past due. 

Quite similar in its nature as a com- 
plicated mixture of an insurance and 
a loan transaction is the new insurance 
departure known as property life 
insurance, introduced at about the 
same time, the essential features of 
which have already been described. 
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DEMAND For FURTHER CONCESSIONS 


Neither of these departures in the 
insurance business, however, was taken 
advantage of to any extent worth men- 
tioning. The excited minds were only 
temporarily appeased, and it was not 
long before there was a general revival 
everywhere of the demand for genuine 
coverage of new value, uncomplicated 
by any loan which had to be paid back. 

A letter addressed to the German 
fire underwriters by the National 
Association of German Industrialists 
clearly explains the points of view 
determining the industrialists to insist 
upon their demand. ‘That letter states: 


An interest in the coverage of new value 
exists in the first place wherever repairs of 
buildings and total loss of machinery are 
involved. In their denials of this need, 
the fire insurance companies have pointed 
out that it was customary with manu- 
facturers to “write off” adequate deduc- 
tions to take care of the depreciation of 
both buildings and machinery, due to wear 
and tear. ‘ But owing to the great financial 
stress to which a great many concerns are 
subjected, they are unfortunately unable 
to follow up such deductions written off on 
their balance sheets by providing corre- 
sponding reserves in funds which can be 
easily realized on. As a result, even in 
cases where amounts had to be written 
off for depreciation, concerns suffering a 
fire loss are often placed in a difficult 
position, whenever the indemnities, paid 
to them by the fire insurance companies 
with the customary deductions for de- 
preciation, prove inadequate. That such 
conditions actually prevail is proved by 
the existence of what must be charac- 
terized as a, very great demand on the part 
of medium-sized and small industrial 
concerns for long-time loans to replace 
the liquid working funds lost during the 
period of money inflation. 


Errects or Eneriso COMPETITION 


As a matter of course, English 
competitors made every effort possible 
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to win over the German industrialists 
who were dissatisfied with German 

. insurance methods, and it looked very 
much as if their efforts were to be 
completely successful. One of the 
largest German electric concerns was 
on the point of concluding a contract 
with English fire underwriters, involv- 
ing the entire fire insurance and in- 
cluding coverage of new value on its 
property amounting to many dozens 
of millions: 

This German concern, it is true, 
could point to the fact that conditions 
in its case were particularly favorable 
and justified’ the acceptance of com- 
plete coverage of new value; for, unlike 
other large industrial enterprises which 
cannot boast of this feature, the con- 
cern in question maintains extensive 


factory conservation plants of its own’ 


for the sole purpose of keeping all of 
its factories in perfect working con- 
dition, so that practically they are 
subject to no appreciable wear. Ex- 
perience teaches, however, that in the 
adjustment of fire and explosion losses, 
the item of such large wear is not suf- 
ficiently taken into account; because, 
as a rule, depreciation is figured 
mainly on the basis of age instead of 
according to actual wear, which is 
materially deferred by current repairs. 
In a case like its own, therefore, the 
concern was able to prove that there 
are hardly any well-founded objections 
on account of enrichment through the 
coverage of new value of buildings 
and equipment. 

At this juncture the German fire 
underwriters once more assembled at a 
meeting, which may justly be desig- 
nated as a historical one in the evolu- 
tion of the German insurance business. 
The question to be considered was 
which of two alternative courses was 
the more dangerous one for the German 
insurance business: on the one hand, 
rejection of the demand for coverage 
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of new value, with the possibility of 
losing many German industrial con- 
cerns to English underwriters; and 


‘on the other hand, compliance with the 


demand for coverage of new value, 
with the retention of all those German 
concerns as before. On that basis 
the majority of the German under- 
writers decided in favor of introducing 
the desired coverage of new value. 
Next, however, the question arose 
whether this innovation was likely to 
be approved by the National Supervis- 
ing Department, which up to that time 
had been strictly opposed to the 
scheme. : By the middle of December 
1928, that Department rendered its 
sensational decision, having the cour- 
age to admit that its previous view was 
wrong, revising its opinion on the 
question, and declaring the coverage of 
new value permissible. Evidently this 
noteworthy attitude of the Depart- 
ment was due to an active appreciation 
of economic necessities. 
` The rules regarding coverage of new 
value, which are now in effect in the 
whole German territory, read as follows: 


SPECIAL CONDITIONS FOR INSURANCE 
Covertne New VALUE oF 
InpustTRIAL Prants 

(1) With buildings the New Value is 
understood to be the local cost of building; 
with other property insured at new value it 
is the amount required to provide new 
property of like kind. 

(2) The indemnity is based on the new 
value at the time of the loss. If, however, 
the depreciation of the property affected 
by the loss (difference between new value 
and insured value) amounts to more than 
10 per cent of the new value, indemnity will 
be granted only in accordance with the 
schedule on the reverse side. If the de- 
preciation amounts to more than 50 per 
cent, then the indemnity is based on the 
actual value; in so far as the property of 
this kind is enumerated in a specified 
declaration, the premium is figured only 
on the amount insured at actual value. 
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(8) If the new value of the property 
pertaining to any item, at the time of the 
loss, exceeds the amount of new value 
insured thereon (underinsurance), the un- 
derwriter shall be liable only in the propor- 
tion which the insured amount of the new 
value bears to the new value. 

(4) The determination of the deprecia-~ 
tion quota is likewise subject to the pro- 
visions regarding the procedure with 
experts. 

(5) The proportion of indemnity apply- 
ing to depreciation will be paid only for 
replacement or reinstatement; the insured 
is not entitled to the payment of it until 
the proper application of the money has 
first been assured. 

(6) In all other respects the annexed 
General Insurance Conditions for fire 
insurance are applicable. 









SCHEDULE 
With De- | The Indemnity, in 
preciation Percentage of Total 
of New Loss, Amounts to Total 
Value Indemnity 
amounting | From Ac- | From De- 
to tual Value | preciation 





(Per cent) | (Per cent) | (Per cent) | (Per cent) 


Ties oes 89 10.89 99.89 
LO ices ee 84 15.04 99.04 
A RE 79 18.69 97.69 
26 ie sidctawas T4 21.84 95.84 
EI EEEN 69 24.49 93.49 
Bieri 64 26.64 90.64 
AD rssmi 59 28.29 87.29 
Ce 54 29.44 83.44 
50........ 50 30.00 80.00 





Nothing is said in the conditions to 
indicate what kinds of property are 
admissible to coverage of new value; 
according to the resolutions of the 
Working Community, the following 
kinds are comprised respectively, by: 

(1) Insurance covering New Value of 
Industrial Plants: Buildings and struc- 
tures; also machinery and mechanical 
working equipment, including trans- 
missions, apparatus, piping, imple- 


201 


ments, utensils, and tools, as well as . 
movable factory and stockrooms con- 
tents and appurtenances except motor 
vehicles. 

(2) Insurance covering New Value of 
Dwelling Houses: Hard-roofed dwell- 
ings and office buildings, as well as 
public buildings, except industrial 
plants, if such buildings are situated in 
towns, rural communities with building 
rules along city lines, or country-house 
settlements; also buildings mainly used 
for dwelling purposes, but containing 
also stores and small workshops; 
finally, annexes on dwelling house sites. 

Theorists and students of insurance 
science, not only in Germany but in all 
other civilized countries, are confronted 
with a difficult task by this innovation. 
They must try to classify it properly 
in their respective systems, which will 
not be easy. The proper way of ap- 
proaching the new feature is probably 
by viewing it as an extension to provide 
indemnity for loss of substance. 

Of course it would be a mistake to 
believe that the problem has been 
definitely solved by the conditions 
above referred to. On the contrary, 
it has just been broached. If new 
demands are made to extend the cover- 
age of new value to all the other fire 
insurance risks and to other branches 
of insurance, there will be a dangerous 
prospect. 


GOVERNMENTAL SUPERVISION OF 
Insurance 


Nearly thirty years have passed 
since the enactment of the law inaugu- 
rating governmental supervision over 
private insurance enterprises through 
an Imperial Supervising Department 
at Berlin. This legislation brought 
about a very material improvement of 
the legal situation, inasmuch a prior 
to it the lawfhad been differentfin each 
of the individual German federated 
states. There had been instances of 
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different laws even within the same 
state. Inthe new Prussian Provinces, 
for instance, the legal provisions dif- 
fered from those in the older Provinces; 
and even within the same Province, 
different authorities were competent. 
In some of the federated states compe- 
tition was entirely free from supervi- 
sion in all or at least most branches of 
insurance, while in others the strictest 
licensing system, coupled with proof of 
existing need and other precautionary 
measures, prevailed. The legal va- 
riety was aggravated by the objection- 
able practice of each of the German 
states treating the others like foreign 
countries. 

These legal provisions, hampering 
the proper development of the German 
insurance business, were abolished to a 
large extent by the law of May 12, 
1901. But still there was no complete 
uniformity. As before, the public 
state and communal institutions, many 
of which among the fire companies had 
been organized in Germany for nearly 
two hundred years and among the life 
and accident companies for fifteen 
years, remained exempt from super- 
vision. Nor were all branches sub- 
jected to it, and especially did transport 
insurance and 
free. A number of changes have since 
been made, all of them, however, being 


of minor importance. The only ma-. 


terial changes were made in 1923 to 
meet emergencies resulting from the 
German money inflation; they referred 
mainly to regulations prescribing the 
proper way of preparing balance sheets 
and to the investment of premium 
reserve funds in life insurance. 

In common, however, with the 
general economic situation, insurance 
conditions have changed considerably 
since the end of the World War. 
Some branches which did not even 
exist when the law of supervision was 
enacted have since ‘strongly developed 


reinsurance remain , 


THE ANNALS OF THE AMERICAN ACADEMY 


and become independent, like automo- 
bile insurance. The structure of the 
insuring organizations, too, has under- 
gone great changes by the growth of 
large combinations (Konzerne), which 
are amalgamations of several, some- 
times dozens of individual companies. 
Nor have undesirable developments 
been lacking in isolated cases, owing to 
an objectionable combination of insur- ` 
ance operations with business transac- 
tions foreign to insurance, as illustrated 
in the regrettable case of the Frankfort 
Insurance Combination (Favag), where 
this procedure resulted in the collapse 
of what had been a powerful group of 
concerns in good standing. 

There was, accordingly, no lack of 
causes and good reasons why the Ger- 
man legislator should set about reform- 
ing the German Federal supervision of 
insurance in several respects. His 
plans in that direction have been 
materialized in the form of a law dated 
March 30, 1931. The whole insurance 
supervision law is new, published under 
date of June 6, 1931. 


Powers or FEDERAL SUPERVISING 
' DEPARTMENT 


Most of the provisions of the law, 
which was drafted under the auspices of 
the Federal Economic Ministry, aim at 
an increase of present governmental _ 
supervision, granting to the Federal 
Supervising Department still greater 
powers than are now conceded to it. 
For instance, the decision as to whether 
a given concern is to be regarded. as an 
insurance: eriterprise and should be 
subjected to supervision will rest 
exclusively with . that Department, 
whereas heretofore this question had to 
be decided by the courts, even the 
highest of which, the Reichsgericht, by 
no means proved invariably a compe- 
tent judge of insurance matters. . 

One result of the extended powers of 
the Supervising Department will be 
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that a great many funds, associations, 
and other organizations which, under 
the guise of being organized exclusively 
for relief and not for insurance, have 
heretofore escaped government super- 


vision, often enough operating to the ` 


detriment of their members, will now 
be pronounced to be insurance con- 
cerns and subject to Federal supervi- 
sion, This class comprises a great 
number of death and sick benefit and 
old-age pensioning funds, but also 
plate glass insurance, for instance. 

Furthermore, in the future there 
will be no more newspaper subscribers’ 
insurance free from supervision as 
heretofore. This branch of the busi- 
ness has been growing at‘an astonish- 
ing rate. The total benefits payable 
to members of newspaper subscription 
insurance are estimated at twenty-five 
million Reichsmarks in round figures. 
As a result of subjecting newspaper 
subscription insurance to Federal su- 
pervision, as is proposed for the future, 
it will be possible in due course to 
rationalize this branch of the business, 
introduce standard provisions, and 
abolish conditions which must be 
considered as unsound or unsuitable 
to the insured. 

By vesting the Federal Supervising 
Department with the extended powers, 
characterized by the above-mentioned 
examples, the underlying principle of 
all Government supervision will be 
more fully realized. This principle, 
however; rests on the assumption that 
the public interest is particularly con- 
cerned with the sound and prosperous 
development of insurance, and it is 
incumbent upon the Government to 
devote its special care and attention to 
this field of human activities. The 
Government’s duty in this respect is 
principally due on the one hand to the 
great economic, social, and ethical 
importance of insurance, and on the 
other hand to the danger of grave 
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injury to national prosperity threaten- 
ing from insurance improperly operated; 
this danger being aggravated by the 
fact that, as a rule, even careful and 
intelligent citizens are unable without 
outside assistance to form a reliable 
opinion regarding the organizations in 
which they have to place their confi- 
dence. 


ANNUAL EXAMINATIONS REQUIRED 


Quite naturally it is one of the princi- 
pal duties of the supervising Depart- 
ment to examine the enterprises under 
its supervision; yet heretofore, while 
the Department had the right to make 
such examinations, it was not obliged 
to do so. This unsatisfactory state of 
affairs is radically changed by the new 
law, which provides that in the future 
an official examination must be made 
at least once in every five-years. In 
addition—and that is most important 
—the final balance of each insurance 
enterprise, including its books, ac- 
counts, and annual statement, will 
henceforth have to be examined each 
year by some nongovernmental or- 
ganization, which as a rule will be a 
trust company or a single person as 
trustee, before the annual statement is 
submitted to the General Meeting for 
approval. 

This examination must not be lim- 
ited to the verification of the balance as 
formally correct and in agreement with 
the company’s books and inventory, 
but beyond that it will have to deter- 
mine whether proper accounting and 
balancing principles have been ob- 
served and all the applicable regula- 
tions have been complied with. The 
examiner is selected for each fiscal 
year in advance by the board of direc- 
tors of each insurance company, but no 
examiner will be passed unless he is 
approved by the Federal Supervising 
Department. In this connection it is 
provided as a precautionary measure 
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that no such examination shall be made 

by a trust company whose business can 

be materially influenced by any mem- 

ber of the board of managers or the 

_ board of directors of the insurance 
company to be examined. 

All the books, vouchers, and corre- 
spondence of the insurance company 
must be placed at the disposal of’ the 
examiner for free inspection, and he 
must also be permitted to verify the 
bank balances and the stocks and 
securities of the company. Further- 
more, he may call upon the company 
for any information or explanation he 
requires in the course of his examina- 
tion. In due course he will render a 
written report of examination, includ- 


ing all details, over his signature and. 


transmit. it to the board of managers, 
who in turn will submit it to the board 
of directors. One copy of the report of 
examination must go to the Supervising 
Department, and the company’s board 
of managers must’ render a report on 
thé result of the examination to the 
General Meeting. 

In this connection the question as 
to the extent of the examiner’s liability 
is provided for in the draft; but the 
examiners desire a fixed liability, en- 
abling them to cover at least a material 
part of their responsibility by liability 
insurance. As a matter of course, 
liability for damages and penalties are 
threatened to assure secrecy on the 
part of the examiners and to prevent. 
them from securing unfair advantages 
from competing companies by the dis- 
closure of the information obtained in 
` the course of the examinations. Small 
mutual associations are exempted from 
the obligation to submit to these an- 
nual nongovernmental examinations. 


Various CHANGES CONTEMPLATED 
Of the other changes which are eon- 


templated, the following are worthy of 


mention: 
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Automobile hull insurance covering - 


-the loss of or injury to automobiles, 


whether against accident, fire, theft, or 
damage caused by third parties, is 
pronounced to be subject to govern- 
mental supervision. Heretofore this 
kind of insurance was classified with 
transport insurance; being exempt 
from supervision. ‘This, even the com- 
panies themselves agree, should be 
changed. Insurance of cycles not 
driven by mechanical power is to be 
subjected to supervision by the pro- 
posed law. This innovation is to be 
welcomed all the more readily as the 
present practice results in the awk~ 
ward condition that in the case of the 
widely used unit insurances, especially 
of automobilists, supervision takes . 
place in so far as liability of the 
automobile underwriters or accident in- 
surance of the automobilists them- 
selves is involved, while the other parts 
of the contract are not subject to gov- 
ernment supervision. The result is an 
entirely untenable situation which 
fairly cries for relief. 

Generally following the provisions of 
the new law which, in case of 
insolvency, grant life insurance policy- 
holders the rights of privileged credi- 
tors against the available assets of 
insolvent life insurance companies, in 
the future similar privileges will be 
conceded to holders of property in- 
surance contracts against their insol- 
vent companies. Accordingly, in: all 
branches under Government super- 
vision, claims of the insured against. 
their insolvent companies on account. 
of unearned premiums and losses sus- 
tained will henceforth take precedence 
over those of most of the other eredit- 
ors of the bankrupt estates. Undoubt- 
edly this legal privilege in bankruptcy 
proceedings: is to be welcomed, espe- 
cially as there is no reason to apprehend 
any impairment of the credit of insur- 
anee companies. from. such a provision. 


MODERN INSURANCE DEVELOPMENTS IN GERMANY 


The bad experiences of the unwary 
managers of the Frankfort insurance 
concern are probably the explanation 
of the efforts of the legislator to render 
it impossible for an insurance company 
in the future to transact any business 
that is foreign to insurance. Hence- 
forth the Supervisiag Department will 
have the right to prohibit an insurance 
company from participation in an- 
other concern which is not subject to 
Government supervision, provided such 
participation may, by its nature or 
extent, endanger the insurance com- 
pany. Participation is presumed also 
when a member of the board of mana- 
gers or the board of directors of the 
insurance company is able to influence 
materially the operations and the busi- 
ness of the other concern. 

In conclusion, special mention is due 
to the fact that the investment of life 
insurance premiums in stocks will no 
longer be permitted. As a matter of 
fact it was not provided for in the origi- 
nal law, but had been permitted 
through the amendment of 1923. 
Still, only part of the German compa- 
nies have invested premium reserves in 
stocks, and they did not do it even to 
the limited extent allowed by the law. 
There is significance in the reason 
given by the legislator for eliminating 
the power to invest in stocks. He 
says that there is no longer any need 
for investment in stocks since the 
German currency has been replaced on 
a sound basis and a sufficient quantity 
of other reliable securities are available, 
so that, even with stocks eliminated, 
there remains plenty of room for selec- 
tion in the investment of premium 
reserve funds. 


PROBLEM or Jom STOCK Insurance 
COMPANIES 

The new law fails to touch upon a 

problem which has of late been re- 

peatedly taken up in professional 
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quarters, but, strange to say, was left 
untouched by reformers of the law 
dealing with stocks. We refer to the 
special situation of joint stock insur- 
ance companies, resulting from the 
fact that their shares need not be paid 
for in full, but only at the rate of 25 
per cent, even when the capital stock is 
raised. In a number of cases it was 
shown that when it was necessary to 
call for the outstanding 75 per cent, 
nothing or only an insignificant part 
could be collected. This result ap- 
peared both where a large number of 
shareholders were involved and also 
where merely one very large share- 
holder—another joint stock insurance 
company — was concerned. As an ex- 
pedient it might be suggested to re- 
quire insurance shares to be paid in 
full; at least such a procedure would 
be easily applicable to new company 
promotions. If it were to be applied 
to established companies, this require- 
ment might probably be complied with 
by reducing the face value of the capital 
stock to the amount actually paid in. 
Whether the insured would be benefited 
by such a measure is, of course, a dif- 
ferent question. 

But no matter how stringent the 
proposed legal provisions may be, it 
should be realized from the outset 
that it is impossible to devise any kind 
of Government supervision that may 
be regarded as an unfailing panacea. 


SOCIAL Insurance 

There is no possibility of giving more 
than a few examples of modern de- 
velopment of German insurance. But 
as is well known, private insurance is 
only one side of insurance in Germany. 
Besides that, there is also the compul- 
sory social insurance which celebrated 
its fiftieth anniversary a few months 
ago. To the sickness, accident, in- 
validity, and old-age insurance, com- 
pulsory unemployment insurance was 
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added in 1927, including about eight- 
een million employees, 

Without any doubt, the German 
social insurance in the last half century 
has been of the greatest importance 
and value to the social welfare of the 
whole economic life. If there is now a 
financial crisis of the social insurance, 
the cause lies not on the side of the 
insurance but in the general economic 
catastrophe which did not seriously 
affect private insurance until the mid- 
dle of 1931. 

The German Government has begun, 


Alfred Manes, Dr. phil., 
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during the year 1931, to stop the pro- 
gressive movement of the social insur- 
ance which perhaps in the last ten 
years has been too rapid and too -far- 
reaching, and also in many directions 
various emergency decrees have caused 
restrictions along numerous lines. It 
is to be feared that this movement 
backwards has not yet come to an end. 
But it is to be hoped that as many 
of the social insurance principles as 
possible will be kept alive, so that 
they may be used as a start towards 
a new development. 


Dr. jur., is honorary pro- 


fessor of the University of Berlin and honorary professor 
and director of the seminar in the science of insurance 
at.the School of Commerce, Berlin. He is the author 
of numerous books and articles dealing with insurance 
questions, is president of the German Association of In- 
surance Science, and member of the Advisory Committee 
of the German State Bureau of Supervision of Private 
Insurance, and of the Advisory Council for Social In- 
surance of the International Labor Office of the League 


.of Nations. 


Tendencies of Insurance in France 
By Max Hermant i 


O PERIOD has ever presented 
less stability than ours, and in- 
surance today faces a struggle against 
events. For the past fifteen years 
public economy has resembled a ruffed 
sea. Ten administrative districts up- 
set by the War, one fourth of French 
industry to be reconstructed, an im- 
mense appeal to credit for that urgent 
work for six years, a violent monetary 
crisis, at present a grave economic 
crisis with extraordinarily large move- 
ments of all statistical curves—for 
insurance, so closely mixed with the 
daily life of industry, commerce, agri- 
culture, and even family inheritances 
these events certainly do not provide 
favorable conditions for a development 
even when: based on long experience 
and good sense. 

Moreover, governments and parlia- 
ments engender laws and decrees 
without interruption, and this presents 
not one of the least difficulties which 
meet those who seek to distribute risks. 
Finally, the technique of insurance is 
in a period of rapid progress, and the 
one who drowses among old methods 

. finds himself soon eliminated. Eco- 
nomic tempests, unstable law-making, 
technical changes—these are, it seems, 
the three principal factors in the actual 
development of our industry. 


I. INFLUENCE or THE GENERAL 
Economic SITUATION 


` Insurance provides many economic 
indices, well known to specialists, the 
„variations of which are very instruc- 
tive. For the past few years French 
economy has been primarily concerned 
with the restoration of the france and 
the reéstablishment of a gold standard. 


From 1918 to 1926, monetary uncer- 
tainty and inflation seriously affected 
the spirit of saving and foresight, de- 
spite French tradition. Each branch 
of insurance throughout the country 
showed a marked regression (partly 
concealed by the rise of nominal 
values in paper franes). Moreover, 
the setting up of French companies 


-abroad could be accomplished only by 
‘surmounting moral difficulties easy to 


imagine. By the end of 1926 the franc 
was stabilized, and since then the 
credit of France has regained all its 
old firmness. 

The revival of the spirit of thrift has 
been, with us, both rapid and sponta- 
neous. We have also witnessed an 
important development of life insur- 
ance, and what is remarkable is that 
this development continues with an 
irresistible force. One would expect 
rather profound variations. While the 
rate of interest on long-term invest- 
ments has experienced some important 
changes, life insurance has uniformly 
maintained a rate of 4.25 per cent; 
that is to say, the maximum rate which 
would be authorized by state control. 
Therefore, it has been at certain times 
much more attractive than at other 
times. 

Moreover, we have observed a long 
period of economic activity, scarcely 
interrupted at the beginning of 1927 by 
the inevitable “crisis of stabilization,” 
this having been minimized as much 
as possible, thanks to the abundance 


-of short-term capital. Since then we 


have witnessed the industrial and, 
agricultural crisis which for a year has 
been growing worse month by month. 
The volume of life insurance therefore 
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has increased or diminished in propor- 
tion to the availability of funds. 

Finally, market prices on the Bourse 
have been excessively high or unrea~ 
sonably low. Life insurance considered 
as a depository, had logically to accept 
the rebound of these financial tenden- 
cies, being forsaken when industrial 
values offered better opportunities, 
and serving as a refuge when those 
values encountered mishaps. None 
of these effects has been observed. 
Perhaps in some instances the different 
factors have acted in opposition and 
annulled their influences, but it would 
seem that their action must have been, 
above all, very feeble, for from the 
moment when confidence in money was 
established and when consequently 
long-term contracts regained their 
normal basis, life imsurance has de- 
veloped out ofall proportion to the 
indications of economic or financial 
barometers. 

Life insurance undoubtedly appears 
to the French people much less like a 
depository than like true insurance; 
that is, like the guarantee of a risk. 
Many French families, not only in the 


moneyed class but in the well-to-do ` 


bourgeoisie as well, live today almost 
exclusively from the work of the fam- 
ily head, after having formerly, in a 
‘ large part, counted on a patrimonial 
income, In all these homes, the dis- 
appearance of the family head would 
be followed by such material distress 
that insurance on the deceased becomes 
a necessity. In other cases, where the 
daily needs are not threatened but 
where the death of the father would 
stop the accumulation of a dowry for 
the children, the father quite naturally 
thinks about insuring this dowry by 
carrying, a financial burden which 
would cease to exist at his death: 
hence, the effective growth of “term” 
insurance. Briefly, life insurance 
serves ag‘a practical method for meet- 
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ing an obligation which the working- 
man acknowledges to his family, 
rather than as the aforementioned 
means of saving. Its development 
therefore indicates the continuance of 
a kind of moral obligation, and it 
largely avoids the temporary eco- 
nomic influences. 


FIRE INSURANCE 


From 1918 to 1926, fire insurance 
felt severely the disturbances caused by 
the monetary crisis. While the level 
of prices was raised from 1 to 6 (in 
comparison with the year 1913), the 
amount of capital insured increased 
only from 1 to 8. However, the re- 
construction of factories in the North 
and in the East, added to all the indus- 
tries organized during the War in the 
Center, in the Middle, and in the 
Region of Paris, the creation of new 
industries around the exploitations of 
“white coal,” the return to France of 
three administrative districts of Alsace 
and Lorraine, and the important num- 
ber of dwelling houses built during the 
last six years have undoubtedly in- 
creased the volume of insurable capital. 
It is certain that up to the end of the 
monetary crisis, many of the French 
risks were insured for an amount much 
below their real value. Three princi- 
pal causes were responsible for this 
situation; one has disappeared, but 
two still remain. 

In the first place, the adjustment of 
insured values during the period of 
rising prices is necessarily slow. Ex- 
cept for industrial inventories which 
are covered by “adjustable” policies, 
the discrepancy between policies and 
values becomes greater and greater. 
There is a retardation, a lag in time, 
which appears inevitable; hence the’ 
continued growth of the amount of 
insured capital observed from 1927 to 
1930. However, properties. are eel 


greatly underinsured. 
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In many cases even the valuation of 
insurable capital is almost impossible. 
A considerable difference exists be- 
tween the market value of city real 
estate and the cost of reconstruction; 
the laws on rents—and especially, for 
several months, the difficulty of rent- 
ing—have kept the income from old 
properties at an extremely low level. 
With some rents two or two and a half 
times the 1913 averages and some ex- 
penses six or seven times the former 
charges (the coefficient is much higher 
with taxes included), the net income is 
evidently slight. Moreover, the owner 
cannot easily persuade himself to 
insure his property for an amount six 
or seven times its prewar value. In 
case of total loss by fire it is this amount 
which is necessary to replace the 
property; but it is a sum two or three 
times greater than that which could 
be obtained from a sale, or which 
would result from a capitalization of 
the net income at an average rate. A 
similar situation exists for: most rural 
properties and even for personal prop- 
erty. 

Insurance companies have sought a 
remedy in “antiquity” insurance,! but 
this is only a relief with very limited 
effectiveness. It applies only to one 
of the causes (and that not the princi- 
pal one) of the difference which sepa- 
rates reconstruction from market value. 
Moreover, if it is wrong that a property 
be insured for half or two thirds of its 
cost of reconstruction, it would be 
dangerous, from another point of view, 
that a great number of properties be 
insured for amounts much above their 
market value, because destruction by 
fire would become, if not a source of 
profit, at least a means of advantageous 
realization. With respect to fire in- 
surance, it does not answer the question 
of{complete security and is not in ac- 


1Translator’s note: French Vassurance de 
vétusté not explained by the author. 
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cord with the general feeling of the 
French public. 

There is only one issue; little by 
little, market value and reconstruction 
value must come together and must 
become, if not equal, at least approxi- 
mately so. The disturbance of the 
real estate market has been so severe 
that the return to normalcy can hardly 
be expected for many years. 

A third reason for the adjustment of 
insured capital is the extraordinary 
increase of taxes. When the owner of 
a property in Paris receives a premium 
notice six times greater than in 1913, 
the amount of this notice includes 
three fifths stamp tax or registry and 
only two fifths premium. The real 
premium is only about two and a half 
times that of 1913, and the capital 
insured is in proportion. If the same 
owner wished, on jthe contrary, to 
insure his capital at six times the 
1913 amount, the annual cost with the 
taxes would be fifteen times the 1913 
figure. The owner waits, and prefers 
to be inadequately insured. These 
taxes are themselves a direct or indirect 
consequence of the War. They, too, 
prolong the period of adjustment 
through which we are passing. 

While granting that this economic 
crisis adds a new element to these per- 
manent causes of disturbance and has 
resulted in a fixed reduction of the vol- 
ume of premiums, it does not seem that 
it has caused the usual phenomenon of 
increased losses well known to insur- 
ance men. 


ACCIDENT INSURANCE 


Accident insurance has also felt the 
effect of the great economic events of 
the last decade. The companies writ- 
ing this form of insurance, having 
varied and numerous activities (auto- 
mobile, aviation, hail, theft, workmen’s 
compensation, individual policies 
against accidents, and the like), have 
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found the consequences of the succes- 
sive crises very compléx and confusing. 
These enterprises, especially with re- 
spect to industrial and automobile 
, accidents, are particularly influenced 
by legislative and court decisions. 

The volume of workmen’s compen- 
sation premiums has followed almost 
automatically, during the monetary 
crisis, the volume of wages. Not much 
difficulty is experienced with the new 
value of the franc. On the contrary, 
with automobile insurance (for which 
the premiums are fixed in franes, and 
not as a percentage of a variable index), 
the problem of adjusting premiums to 
the new value of money is particularly 
difficult and is not yet completely 
solved. It is not easy to convince the 
owner of a car, who has paid his pre- 
mium regularly and who has not had 
an accident, that the value of his policy 
is entirely insufficient. On the other 
hand, no one wishes to pay more than 
his neighbor. The’ difficulty was al- 
most insurmountable at the time when 
frequent variations of the franc made 
it impossible to establish reliable 
statistics. It is naturally mitigated 
since the monetary law of 1928, but 
the adjustment cannot be sudden and 
will be realized only gradually. 

As for losses, the reason for their 
variations has been and still is very ob- 
scure. Certain elements have in- 
creased them much more rapidly than 
the average level of prices. Theexpense 
of placing in a hospital those injured 
at work is fifteen times greater than 
the corresponding prewar expense. 


Courts become more and more liberal . 


with the victims of automobile acci- 
dents. - These latter accidents, more- 
over, increase more rapidly than the 
number of automobiles, the risk per 
car being increased by the number of 
cars. Opposed to this, other elements 
of cost of losses are temporarily les- 
sened and the management of the 
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technical reserves has been generally 
conducted by persons who were pru- 
dent and discreet. On the whole, the 
equilibrium of accident insurance has 
been, for ten years, a kind of acrobatic 
balance, and constant effort and con- 
tinued watchfulness of events have 
become necessary to make up for the 
inevitable lack of any scientific means 
of determining probable experience. 
The present period shows, as was 
expected, a reduction in the number of 
losses. Unemployment is rather lim- 
ited, but part-time employment (two 
or three days a week) is very extensive; 
hence the simultaneous reduction, for 
industry, of the volume of premiums 
and the number of industrial accidents. 


Moreover, the fear of enforced idleness . 


appears to reduce the number of slight 
accidents caused by more or less 
voluntary carelessness. As for traffic 
aceidents, they are less frequent at the 
present time, due to the fact that vehi- 
cles are less frequently operated—a 
result of the economie crisis. How- 
ever, the cost of losses in proportion to 
the number of vehicles continues to 
increase in consequence of more severe 
court decisions; and the expense of in- 
dustrial accidents is also heavier be- 
cause of sundry legislative or regulatory 
measures. 


TL. INFLUENCE OF LEGISLATIVE 
MrasureEs anp Court Dxcisions 


The inconsistency of legislation pre- 
sents important problems which es- 
pecially affect accident insurance. 
Many questions are yet unanswered, 
but in another sense it appears that a 
kind of codification of laws is progress- 
ing and that a more nearly normal 
period approaches. 

Concerning industrial accidents it 
seems rather remarkable that from 


1920 to 1928 the average level of | 


premiums in relation to wages, in spite 
of all the difficulties described above, 
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fell from 2.81 per cent to 2.20 per cent 
—a reduction of one fourth. It is im- 
portant to notice that the average level 
of premiums in all nonparticipating 
companies is slightly less than that of 
mutual societies. These two facts 
demonstrate the efficacy of competi- 
tion, which unceasingly adjusts the 
selling price of insurance to its net cost. 
But they emphasize (the margin of 
profit being very slight compared to the 
figure for other kinds of insurance) 
that every administrative measure— 
law or decree—which increases the ex- 
pense of writing insurance ought neces- 
sarily to cause an increase in the 
premiums. The permanence of laws 
is in this case a veritable need of public 
economy, and it is important that sta- 
tistics be gathered over a long period. 
A single year is always exceptional, 
and averages having true significance 
for the future can be established only 
by drawing curves of long dura- 
tion. 

In 1926, a law affecting the calcula- 
tion of pensions for the permanently 
disabled (industrial accidents) added 
a new expense of approximately 17 or 
18 per cent of the total former charge. 
Insurance companies, catering to the 
insured and counting on monetary 
stability (actually established recently) 
to put an end to the uncertainty of the 
former period, collaborated in asking 
an extra premium of 15 per cent with a 


view to covering the new risk. Never- - 


theless, this extra charge, although 
voluntarily moderate, provoked many 
protests. 

Still more difficult is the problem 
presented to insurance companies when 
modifications of laws intervene, the 
consequences of which cannot be ac- 
curately calculated. A notable ex- 
ample is a recent law extending the list 
of “‘sicknesses” included among indus- 
trial accidents. It is impossible to 
determine the resulting costs and 
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only experience will show them. 

Finally, without even new laws, the 
results of which are naturally not 
guaranteed by current policies which 
apply to responsibilities defined by laws 
in force at the time of their signing and 
which consequently require changes of 
policies or of clauses, there are various 
elements of the cost of industrial acci- 
dents which do not depend directly on 
the general economic situation but 
which are settled by simple decrees, 
Such is notably the case with medical 
fees, which have been raised many 
times. In 1930 a decree increased 
these expenses about 10 per cent; and 
the last, which should be in force in 
1932, offers a new increase of 25 per 
cent in these charges. Such changes ` 
are sufficient to prohibit any scientific 
calculation. 

As long as the very bases of recovery 
for industrial accidents remain so 
unstable, insurance of these risks must 
necessarily be empirical. At this mo- 
ment, more profound modification of 
legislation is in preparation in Parlia- 
ment. Let us hope that it will be 
equitable, will give satisfaction to the 
working class, will better especially the 
condition of the badly injured, and 
finally, will be lasting and will provide’ 
a definite solution to these unsettled 
questions. 


BASIS FOR COURT DECISIONS 


Court decisions, and not legislation, 
constitute the changing factor which 
inereases the losses from automobile 
accidents. The legal basis for judg- 
ments is found solely in the Napoleonic 
Code. We always speak with pride 
of this juridical monument, and it is in 
fact admirable to see that it has so ex- 
pressed the rules of law that its text 
suffices for conditions entirely unfore- 
seen by its authors. It is none the less 
true that the development of the auto- 
mobile for thirty-odd years has raised 
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problems necessitating correct and ap- 
propriate solutions. 

Ought an automobile to be con- 
sidered today as a dangerous instru- 
ment, as something abnormal, the 
owner of which is responsible to the 
public if he causes any damage? 
Would it not be more nearly correct to 
show that the highway in cities or the 
road in the’country belongs chiefly to 
the vehicles which use it; that pedes- 
trians and cyclists may be at fault, and 
in that case ought to bear the responsi- 
bility of their fault; and finally, that 
indemnification ought to be limited 
when the greater fault of the motorist 
is not established and the victim is 
not needy? Opportune legislation is 
needed to provide for all these ques- 
tions a capable, equitable, and un- 
varied reply. Here, again, it is the law 
which provides the very definition of 
the risk. 

The law maker belongs to another 
domain. The general rules of law 
which apply to contracts of insurance, 
whatever they may be, are established 

` little by little, in the course of an entire 
cycle of development. It is important 
to codify these laws in as simple and 


clear a manner as possible—in a man- ' 


ner to avoid, in the general run of cases, 
any contest or law suit. This codifica- 
tion has been made by the Ministry of 
Labor. It has served for many years, 
but came to an end in 1980 with the pas- 
sage of a law which, in spite of divers 
imperfections of detail, settled all the 
questions dealing with the legality 
and the meaning of the principal 
“general clauses” which comprise a 
poliey. 


INTERNATIONAL ASPECT OF INSURANCE 


‘The usefulness of this work is hardly 
contestable, so we merely desire to 
express a wish. French insurance com- 
panies are interested in both direct in- 
surance and reinsurance of risks which 
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extend throughout the territory of 
more than fifty different countries, 
However, we consider this international 
spread of risk to be very beneficial to 
the general economy of the world; and, 
at the time when all industry seeks the 
possibility of international accord, we 
believe that the practice of reinsurance, 
the closer connection, the daily ex- 
change of business, the confidence, and 
the custom of a common work which it 
implies will legitimately constitute a 
kind of model or ideal of an inter- 
national economy both free and or- 
ganized. 

It is evident that this international 
development of insurance throughout 
the entire world will be somewhat held 
back by lack of uniform legislation. 
Considerable progress would be made 
and a splendid moral and economic 
example would be set if a sort of 
“standard” law on insurance contracts 
were uniformly adopted and applied in 
a sufficiently large number of countries, 
and if, moreover, the means of admin- 
istrative control to which insurance 
enterprises are subject were made uni- 
form. 

In truth, control of insurance is a 
matter for international regulation, and 
an international organization could 
usefully be substituted for national 
rules and administration. The regula- 
tion of insurance is responsible, in every 
country where it exists, for the estab- 
lishment of tutelary rules for the pro- 
tection of the security which the public 
buys. Insurance is a commodity the 
free circulation of which,. save for 
several local: exceptions, is admitted, 
and for which international coöperation 
by virtue of reinsurance is very far 
advanced. National control and regu- 
lation create, on the contrary, a kind 
of separation. Men understand each 
other, but states separate them. 
Should one not demand of the public 
administration an international law on 
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this subject and a sort of rational or- 
ganization? 

Let us pursue the thought further. 
Since the chief categories of accidents 
to which our contemporaries are sub- 
ject} (industrial and traffic accidents) 
give rise to reimbursement the defini- 
tion of which depends on the law, would 
it not be logical to consider that justice 
and injustice are universal notions, 
that these ideas would not vary when 
one leaped over an arm of the sea or a 
range of mountains, and that the in- 
demnification for these large classes of 
hazards should be regulated in a uni- 
form manner in all the civilized coun- 
tries? The plan may seem Utopian 
today, especially if we look backward. 
It would seem wiser to proceed toward 
the future, though only a first step 
could be taken. 


IU. INFLUENCE or TECHNICAL 
PROGRESS 


It is superfluous to enlarge on the 
technical changes adopted by insurance 
enterprises in the last few years. This 
progress is entirely general, known to 
the insurance world, and we have the 
feeling in France that in this respect 
the large companies, whatever their 
nationality, have developed almost 
equally. Just a few phases, however, 
may be referred to: i 

New forms of policies—They are 
numerous enough in all branches of in- 
surance. As soon as one is adopted, 
all the interested companies study it. 

Modern methods of office organization. 
—They are scattered with surprising 
rapidity among enterprises already old. 
Time saving is especially sought for, in 
accordance with the Taylor Plan, by 
the logical organization of departments 
or methods in relation to one another 
and by the utilization of calculating or 
statistical machines. 

The definition of net cost and the per- 
fecting of rates by means of statistical 
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work.—It is today the very basis of the 
activity of the insurance business. 
For risks quoted too high by a business 
always harassed by competition, a rate 
which would be exactly average but 
which would differ badly in its varied 
application would result in unavoid- 
able ruin. 

Prevention efforts and the decrease of 
hazards.—These are an obvious neces- 
sity in a period where so many eco- 
nomic, legislative, or financial causes 
tend to raise the cost of insurance and 
where the public demands, and rightly 
so, Maximum protection for minimum 
expense. This last point deserves very 
special mention, because prevention 
becomes, little by little, a dominant 
work of insurers. It already forms a 
very complex science, which includes 
fire, industrial accidents, and traffic 
accidents, and tomorrow, perhaps, will 
include hail. 

Our Committee has a very clear 
doctrine on the subject of prevention in 
general. It firmly believes that be- 
tween the two methods which serve as 
alternatives, one involving legal obliga- 
tions or requirements and the other 
deliberate propaganda along well-di- 
rected prevention lines, no hesitation is 
possible. The first method appears to 
be sterile and the second full of prom- 
ise. Without doubt it is necessary, in 
certain cases, for the policeman or the 
inspector to prohibit absolutely such 
and such an undesirable proceeding. 
But their action can only be negative 
and restricted to certain well-defined 
cases. Hazards (notably industrial 
risks) are so complex, and accidents are 
so often due to a momentary physical 
weakness, to a moment of inattention, 
to carelessness, or to a plain lack of 
knowledge of modern methods of pre- 
vention, that the problem is not one of 
regulation or intervention, but of 
awakening in each of us a daily anxiety 
and an eager desire to avoid accidents. 
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Insurance companies instituted in 
this regard a campaign which started 
a long time ago and which has taken 
several years to develop. They have 
established a Central Prevention Bu- 
_teau which rationally organizes their 
combined efforts, and which, at the ex- 
pense of the companies, sends special- 
ized engineers to thousands of factories 
and workshops. These engineers bring 
to the manufacturers a totality of 
their experience, carefully developed, 
indicating the means of- approved 
protection, and, at the same time, 
distributing propaganda. 

From another angle, insurance com- 
panies have aided in the fight against 
forest fires which each year lay waste 
many of the Southern regions of France. 
Insurance facilities have been offered in 
response to all the demands of the forest 
owners, and to cover, especially, the 
“matured” value of the trees. At the 
same time, the companies have indi- 
cated the precautions which should be 
taken to detect the fires in their origin 
and to prevent their spread. When 
these precautions have been taken, it is 
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possible to reduce premiums as much as 
70 percent. 

We have proof that these methods 
which we have applied in every domain 
in accordance with the practice of our 
colleagues in other countries are better 
and more efficacious than the method 
of the “state policeman.” We, be- 
lieve that these methods conform more 
closely to the moral ideal of men who 
exercise their own free will, and to a 
certain care for individual worth, which 
insurance should tend to encourage. 


CoNFIDENCE IN THE FUTURE 


All the difficulties encountered by in- 
surance for the last fifteen years, during 
our. monetary and economic crises, 
have only increased our confidence in 
the future. Our companies are con- 
scious of having weathered these crises 
thanks to their traditional methods of 
prudence in the technical handling of 
risks and the financial management of 
investments. They are ready to assist 
every effort toward the free develop- 
ment of insurance and any work of 
international corporate collaboration. 


Max Hermant, agrégé de V Unwersité, Oficer of the 
Legion of Honor, is president of the General Committee 
of Insurance, Paris, France; member of the National 
Economic Council; member of the Society of Political 
Economy, which published “Economic Paradoxes of 
Modern Germany” in 1931; and former secretary- 
general of the High French Commission in the Rhine 


country. 


Insurance Tendencies in Japan 


By Yossmacart MIURA 


HISTORICAL ORIGIN or INSURANCE 
IN JAPAN 
Private insurance— 


FTER the restoration of the Meiji, 
Japan for the first time intro- 
duced the modern insurance system 
. from Western countries. The Tokyo 
Marine Insurance Company was eatab- 
lished in 1879 (the twelfth year of the 
Meiji), and this company is the oldest 
among the existing home insurance 
~ companies in Japan. Two years later, 
in 1881, the Meiji Life Insurance Com- 
pany was established, and this company 
is the oldest home life insurance com- 
pany in Japan. The first fire insurance 
company, the Tokyo Fire Insurance 
Company, was established in 1888. 
Following these beginnings many 
additional insurance systems were in- 
augurated; namely, conscription insur- 
ance, accident insurance, forest fire 
insurance, transport insurance, auto- 
mobile insurance, burglary insurance, 
glass insurance, fidelity insurance, 
boiler insurance, reinsurance, and so 
forth. In all, thirteen branches of in- 
surance have been put into practice in 
Japan, and the years of commence- 
ment for the same are shown in Table I. 


State insurance— 


In addition to the various forms of 
private insurance, there are three kinds 

. of state insurance. The first of these is 
the so-called post office life insurance, 
conducted by the Bureau of Post Office 
Life Insurance and operated under the 
Ministry of Communications. In the 
beginning, only industrial life insur- 
ance‘policies were sold under this post- 

. office plan, and the sale was under a 
_ monopoly arrangement. . After nota- 


TABLE I 
‘Private INSURANCE 





` Form of Insurance Year of 
Establishment 

Marine... 2.0... cece cece eee 1879 
Titles echt koala et anah 1881 
PMGG eae sivas dd cea raara 1888 
Conseription........... GUNEE 1898 
Transport... ususse rneer 1899 
Fidelity o esea 1904 
Reinsurance. .... 1907 
Boilers ke rinu saved pace ange 1908 
Accident... 0.0.00. 0. e ee eee 1911 
Burglary. ....0. 0.0000 eeeeeee 1914 
Automobile... ............05 1916 
Forest fire... 00... kc eee eee 1920 
Glass i dia eive when. bee 1926 





ble success had been attained by this 
governmental plan, the business was 
extended to life annuities and infantile 
insurance, in both of which fields real 
success has also been attained. 

The second type of governmental 
insurance relates to state live stock in- 
surance, which was put into operation 
under the terms of the Live Stock In- 
surance Act of 1929. This Act de- 
scribes the organization of local live 
stock insurance societies operating un- 
der mutual principles; i.e., the local 
societies transact this kind of insurance 
and reinsure their liabilities with the 
Government. The Act moreover lim- 


_its the live stock to be insured, and the 


plan is so organized as to check the 
moral hazard. 

The third form of state insurance 
relates to health insurance. Although 
passed in 1922, the Health Insurance 
Act became operative in 1926, and now 
provides a system of social insurance 
for workers. The following table sum- 
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marizes the dates when the various 
forms of state insurance in Japan had 
their beginning: 

TABLE I[—Stare Insurance 








State Life Insurance: 





Industrial Life Insurance.. 1916 
Life Annuities.. 1926 
Infantile Life I neurones. 1931 
State Live Stock Insurance. . 1929 
State Health Insurance. ...... 1926 





Colonial and foreign insurance com- 
panies— 


In addition to the home insurance 


companies, a considerable number of 


colonial and foreign companies transact 
business in Japan. In Chosen there 
are two companies, namely, the Chosen 
Life and the Chosen Fire Marine. In 
Dairen and in Formosa, there are re- 
spectively the Dairen Fire Insurance 
Company and the Taisei Fire Insur- 
ance Company, both established about 
ten years ago. In Japan proper there 
are now about thirty-three foreign 
companies transacting life, fire, marine, 


and automobile insurance, as well as. 


reinsurance. These -companies have 
experienced a remarkable development 
during the past fifteen years. The fol- 
lowing data ! will indicate the extent of 
this progress: 

TABLE JiI—Torau Premium Incomm (1980) 


PRIVATE INSURANCE....... E 652,261,067 


Home Companies........ 526,761,067 
Life Insurance......... (294,220,795) 
Conscription Insurance. . ( 28,543,776) 
Property Insurance... (208,946,496) 

Colonial Companies...... ca, 8,500,000 

Foreign Companies,..... ca 22,000,000 

STATE INsuRANCH......... 164,858,743 
Post Office Life Insurance 127,646,423 
Live Stock Insurance... . 84,014 
Health Insurance....... 37,128,306 


3E 717,119,810 





1 Taken from the compilation contained in 
Miura’s Japan Insurance Year Book, 1931~82, 
published in Tokyo. 
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TABLE IV—Torax Votume or Lorn Insur- 
ANCE (1930) 











3E 7,941,665,000 
(7,696,285,000) 
(ca 5,600,000) 


Parvaty Lure INSURANCE... 
Home Companies........ 
Colonial Companies. ..... 
Foreign Companies...... (ca 280,780,000) 

Srarm Lore INSURANCE.. ... 2,101,365,709 


Private and State Total. | 3 10,043,030,709 


The foregoing figures show the total 
premium income of all insurance insti- 
tutions in Japan (state and private) to 
have been ¥ 717,119,810 in the year 
1930. ‘The total volume of outstand- 
ing life insurance in all of the insurance 
institutions stood at about 3£10,043,- 
030,709 for the same year. Assuming 
Japan’s population for 1930 to have 
been 89,000,000, it follows that the life 
insurance premium paid per person 
amounted to 48.05, and the amount of 
life insurance per person averaged 
113. It may be interesting to com- 
pare these figures with those of the 
United States, the world’s most impor- 
tant country from an insurance stand-- 
point. According to the proceedings 
of the Twenty-fifth Annual Conven- 
tion of the Association of Life Insurance 
Presidents (1981), . outstanding life 
insurance in the United States at the 
end of December 1930 totaled $107,- 
948,278,000. It may therefore be as- 
sumed that the life insurance per per- 
son in the United States exceeded $850. 
So we find the ratio between America 
and Japan to be about 20:1. 


Progress Since THE Wortp War 

Insurance in Japan has experienced 
a remarkable development following 
the World War. This development 
may be presented as follows: 


Life insurance— 

Prior to the World War—ie., in 
1910-1913-—-Japanese business condi- 
tions were exceedingly dull along prac- 
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tically all lines, and 1918 probably rep- TABLE V—New Busmvess of Lire 
resented the bottom of the depression. Insurance Compans (Home) 

The Great War, however, brought 
about an industrial revival in Japan, as 





Average Amount 


a result of which many enterprises were Year Amount per Policy 
undertaken in the larger cities, and ——— ~- 
farmers were greatly favored with 1919....... E 614,534,000 ¥ 922 
high prices for rice and other agricul- 1020- +--+- cnt Les 
tural products. Since Japan is still mae a ° 
: > j 1922.......] 699,988,000 1,216 

essentially an agricultural nation, the i993... 699,634,000 1,280 
progress of the life insurance business 1924.......] 927,825,000 1,306 
is largely influenced by the financial 1925....... 1,143,401,000 1,338 
condition of the farmer class. The 19%6.------ 1,140,473,000 1,470 
development of life insurance from 1919 ed ihe acd Meee sea 
evelopment OF ce Irom L2. 1928....... 1,212,720,000 1,761 
onward is indicated by the opposite 1929.......| 1,285,670,000 1,789 
table. 1980....... 1,255,020,000 1,781 


Although slight reactions occurred in 


TABLE VI—Comparativn Stupy or New Business TENDENCIES IN Lire Insurance IN 
U.S. A. AND Japan 











United States of America 


a O DO 


1930 over | 1931 óver 

















Month 1929 1930 1931 1929 1930 
(Per cent) |(Per Cent) 
dJanuary.........} $1,024,478,000 $995,195,000 $888,335,000 ~2.9 -10.7 
February........ 972,928,000 1,003,478,000 911,937,000 3.1 ~ 9.1 
Marech.......... 1,169,881,000 1,222,184,000 1,028,328,000 4.5 — 15.9 
Ap erse aaee 1,122,303,000 1,194,174,000 1,024,539,000 6.4 —~14.2 
May............ 1,152,026,000 1,097,740,000 980,346,000 —4.7 ~10.7 
June........000. 1,098,983,000 1,144,432,000 1,005,146,000 4,1 — 12.2 
BN AEE, 1,093,789,000 1,092,290,000 905,042,000 — 1 -17.1 
August.......... 1,017,113,000 929,008,000 839,451,000 —8.7 — 9.6 
Total... ....... $8,651,501,000 $8,678,601,000 $7,583,124,000 38 ~12.6 
Japan 








1980 over | 1981 over 
Month 1929 1930 1981 1929 1930 
(Per cent) | (Per cent) 


January.........| 3% 102,124,898 F 106,628,318 F 123,832,519 











4.4 16.1 

February........ 119,086,618 109,569,633 140,437,148 —8.0 28.2 
March. ......... 161,509,657 156,254,220 167,686,077 -3.3 7.3 
April, sase rerss 136,217,447 132,176,434 158,538,277 —3.0 19.9 
May.........005 145,628,684 147,218,272 163,082,299 1.1 10.8 
June.. 183,630,276 170,830,557 198,586,076 —7.0 16.2 
JUF ercis enei 133,052,932 125,775,719 161,287,963 —5.5 27.1 
August.......... 125,859,151 127,753,542 156,777,414 1.5 22.7 
Total... 6.2.66. 1,107,109,663 1,076,206,690 1,270,227,773 ~2.9 18.0 
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the life insurance business in 1921 and 
1928, following the boom times of 1920 
.and the Great Earthquake fire in 
Tokyo and Yokohama in 1923, the 
_ progress of life insurance was not dis- 
turbed. On the contrary, people felt 
the importance of life insurance owing 
to the calamities resulting from the 
Great War and the Great Earthquake 
fire in Tokyo and Yokohama. How- 
ever, during the present business de- 
pression, life insurance has experienced 
somewhat of a setback in Japan as well 


as elsewhere. The comparative table. 


on page 217 indicates the progress of 
life insurance in Japan during the 
‘years 1929-1931 as compared with the 
progress in America for the same years. 


Conscription insurance— 


Conscription insurance in Japan is 
conducted by four companies, and is 
expressly written to bring about the 
maturity of life insurance contracts at 
‘the age when the insured is obliged to 
enter military service. The total 
amount of conscription insurance was 
%€99,321,000 in 1919, and the average 


amount per policy £220. Since that- 


time, however, there has been remark- 
able progress, and in 1930 the total 
amount in force had risen to 3£580,370,- 
000, with an average amount per policy 
of 671. Lately there has been a 
tendency for the new business in this 
particular field to show some decline, 
partly because people are inclined to 
choose ordinary life insurance in prefer- 
ence to conscription insurance, and 
partly also because many people are 
taking more kindly to the regular forms 
of endowment insurance. The growth 
of conscription insurance in Japan 
since 1919 is indicated by Table VII. 


Accident insurance— 


Althou gh practiced in Japan fortwen- 
ty years, accident insurance has never 
experienced a favorable development, 
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TABLE Vii—Consorretion Insurance .IN 





JAPAN 

Year Insurance | Average Amount 
in Force per Policy 
TIl ener Æ 99,321,000 Æ 220 
1920....... 140,959,000 266 
1921....... 175,327,000 800 
1922 207,708,000 ” 888 
1923....... 244,714,000 366 
1924.. 2... 293,899,000 406 
1925....... 339,989,000 439 
1926....... 398,933,000 478 
1927. 446,742,000 506 
1928....... 487,490,000 530 
1929....... 536,040,000 552 
19380....... 


580,370,000 571 





partly because there are not so many 
accidents in Japan as in foreign coun- 
tries, and partly also because the idea 
of liability is less popular in Japan. It 
is interesting to note that private liabil- 
ity insurance is not yet practiced in 
Japan. It should also be stated that 
the field of accident insurance was 
largely limited by the state health 
insurance system. 


Loss Ratio— 


As regards accident insurance and 
the various other types of coverages in 
Japan, tendencies as to the loss ratio 
may be indicated by the table on 
page 219. ; 


Present trends— 


In closing, attention may briefly be 
called to three additional tendencies. 
One of these relates to the strong move- 
ment towards the consolidation of in- 
surance companies. Another is con- 
cerned with the increasing codperative 
movement between foreign life insur- 
ance companies operating in Japan and 
Japanese home companies. The Asso- 
ciation of Life Underwriters in Japan, 
it should be stated, has admitted for- 
eign life insurance companies as mem- 
bers of the Association. Another no- 


table 


development consists 
ever increasing emphasis upon the 
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proper education of the agency forces. year. 


TABLE VIII—Loss Ratio (Net Crams: Ner Premiums) 





Year 


ZE JEE] 08 gE | Ba | 88 al 
44/85 | 4| £A | àA | 28 | å 








Fidelity 
Insurance 
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of an In this connection an Agency Licens- 
ing Law was put into operation last 


Boiler 
Insurance 


Per Cent|Per Cent|Per Cent|Per Cent/Per Cent/Per Cent/Per Cent}Per Cent! Per Cent 








60 66 35 29 15 23 
41 80 36 57 45 43 
39 65 Al 30 29 44 
39 62 37 21 88 21 20 
49 72 40 2A 72 30 67 
aT 68 34 16 58 30 45 
42 69 39 15 55 39 43 











Professor Dr. Yoshimichi Miura, who received his 
doctor’s degree in Germany, is one of the outstanding 
authorities in insurance in Japan. He is Professor 
of Insurance at Chuo University, Tokyo; president of 
the Institute of Actuaries of Japan; secretary of the 
Society of Insurance Science of Japan; consultant 
actuary and counselor; and author of the Japanese 
Insurance Y ear Book. 
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. Insurance Tendencies in Latin America 


By Virainio ORTEGA 


UE to the general unsettled condi- 

tions that prevailed in Latin 
America during the first half of the 
nineteenth century, the insurance busi- 
ness in the various Latin American 
countries naturally developed much 
more slowly than in their better or- 
ganized sister of North America—the 
United States. First the wars of inde- 
pendence and later the lack of experi- 
ence in self-government, together with 
such difficulties as bad communications, 
scarcity of population, and, to some 
extent, the precarious political relations 
with European countries and internal 
political unrest, were factors that 
rather checked the sporadic insurance 
organizations that from time to time 
sprang up during these years of inter- 
national and civil struggles. From 
Mexico to, Patagonia, insurance such 
as was already known in Europe, we 
can” easily ' infer, during those fifty 
years was practically nonexistent. 


INSURANCE DEVELOPMENT 


Great changes, however, took place 
in the latter half of the nineteenth 
century, insurancewise. The new re- 
publics began in the early part of this 
period to consolidate their nationalities. 
Commercial codes were enacted and 
statutes began to regulate the insur- 
ance business and the insurance con- 
tract to some extent. Generally, as 
political conditions improved, general 
safety for life and property, and educa- 
tion, also encouraged the organization 
of insurance societies. - Brazil organ- 
ized its first insurance company in 1808, 
but it was not until 1850 that the na- 
tional insurance institutions really 
began in that country. In Argentina, 


the first local company (marine) com- 
menced to do business in 1859. 

If we examine the insurance business 
in its development in these incipient 
nationalities from its beginning, we 
shall notice that it has followed the 
usual steps known to have been fol- 
lowed in Europe and in the United 
States: marine insurance started first, 
then other property insurances, and 
finally life insurance appeared. 

Insurance in general, in these coun- 
tries, has not yet developed to the 
relative and absolute extent that pre- 
vails in Anglo-Saxon countries, but it 
is safe to say that the insurance habit 
and mind are growing rapidly in Latin 
America. It is not unusual now for 
merchants to insure their wares even in 
small localities quite apart from com- 
mercial centers. Private dwellings, 
too, are being covered more and more 
every day. And life insurance is no 
longer considered a luxury, but a 
necessity for both rich and poor. 
Latin America is insurance-minded, 
and this means that insurance will con- 
tinue to grow to saturation, if satura- 
tion is ever possible in insurance. 

The degree of development of the 
business is not the same in the twenty 
Latin American republics. There are 
countries, such as Argentina, Brazil, 
Chile, and Uruguay, where the devel- 
opment has reached great refinements, 
following Cuba, Mexico, and Peru 
very closely; but there are others that: 
are quite behind those mentioned, as 
regards the relative volume of the 
total and individual coverages, as well 
as classes of risks underwritten. But 
in general, Latin America, with its great 
developed and potential wealth and 
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the industry and intelligence of its. 


population, is rapidly advancing and 
keeping step with the most progressive 
countries of the Old and the New 
World. 

The capital invested in the local com- 
panies in these republics amounts to 
many millions, and there are several 
companies of great financial strength. 
The number of these companies passes 
the three hundred mark, including all 
branches known in Europe and the 
United States. Coinsurance and rein- 
surance have been well organized, too, 
by means of direct cessions and by 
reinsurance treaties amongst them and 
with European and North American 
companies. Underwriting experience 
is also quite well developed, although it 
has not reached the high degree of that 
of the Old World; in individual cases, 
however, such degree is even exceeded. 

The distribution of the business from 
the standpoint of the nationality of the 


companies is quite varied from one’ 


republic to another, Until the end of 
the last century, foreign insurance 
companies carried the larger portion 
of the business in Argentina, Brazil, and 
Chile. Conditions have changed, 
however, since then; now, most of the 
insurances are written by local com- 
panies. In Cuba, Mexico, and Peru 
the local companies have not reached 
that point but are gradually increasing 
their share of the business. 

British companies, as ever, hold a 
very good percentage of the property 
insurance and seem to hold their ground 
very ably. They have shown admir- 
able intelligence and ingenuity in their 
behavior towards the birth and growth 
of the local companies. In this, as in 
many other fields, the Britishers have 
given proof of their genius to master 
world affairs and problems; they de- 
serve their well-gained hold on the 
insurance markets of the world. These 
underwriters have nobly accepted the 
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changes wrought by Father Time, and 
instead of discouraging the incipient 
local underwriters in the countries 
where they do business, their policy 
has been always that of sincere co- 
operation. The time may come when 
most of the insurance business will be 
carried by local companies, but I do not 
feel the slightest doubt that British 
companies, because of their fair play 
with local underwriters, will always 
hold a large share of the reinsurances 
of the latter. 

American companies, too, especially 
after the Great War, have come to 
Latin America to obtain their share of 
the business and are increasing in 
number and importance all over the 
twenty republics. These companies, 
with the British companies, are des- 
tined to absorb a large portion of the 
business. 

In this great continent of America, 
two great races are weaving a powerful 
civilization. The Anglo-Saxon and the 
Latin races constitute a most happy 
combination. They are already con- 
tributing generously to the world’s well- 
being, each in its own way. One of the 
channels through which this well-being 
comes, and will always come increas- 
ingly in the future, is the peace of 
mind secured by efficient insurance car- 
riage; and Anglo-Saxon and Latin 
America have not remained and will not 
remain behind in regard to insurance. 


Port or View 


Latin America has gradually emerged 
from a utilitarian state of mind to a 
higher understanding of spiritual prob- 
lems. It is but natural that these 
peoples, descendants of the Castilian 
cavaliers, adventurous and gold seek- 
ing, brutal and rough, although brave 
and gallant, for a long time paid little 
or no attention to ideas of foresight and 
altruism—ideas that are the funda- 
mentals of insurance. 
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During what we may call the heroic 
period of Latin America, little if any 
tendency developed towards protection 
through insurance. Religion and per- 
haps remains of fatalistic atavic tradi- 
tions transmitted by the Moorish stock 
from which many of the first settlers 
came, were not precisely the ideal back- 
ground for the development of the more 
refined branches of insurance. During 
this period, men thought only of 
fighting against the elements destruc- 
tive of their tangible wealth. They 
lacked the foresight which is most 
proper in a tranquil and safe democ- 
racy. For these reasons, such cover- 
ages as life, health, and social insurance 
only began to grow after the end of this 
heroic period. 

It has been said that Latin Americans 
are not inclined to bequeath large 
amounts for charitable and benevolent 
purposes. This is a quite one-sided 
inference: other conditions being equal, 
men react equally to equal stimuli. 
It is unreasonable to expect that men in 
countries under unsettled political 
conditions should think of parting with 
large portions of their material wealth 
to let other men or institutions ad- 
minister and utilize the same for the 
benefit of others. How could the 
Latin American ever think of putting 
aside any of his money in order that it 
should be invested and managed by 
institutions that are frequently sub- 
ject to the spoliations of bad govern- 
ments? 

In the same proportion that stabl 
and fair governments have developed 
in these republics, their citizens have 
availed themselves of the advantages of 
the more altruistic insurance branches; 
and the time is near when Latin Amer- 
ica will become whole-heartedly in- 
surance-minded. First, there will be 
the various kinds of endowment insur- 
ance, followed by the mixed ones 
(limited-payment life), and later the 
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ordinary life and term insurances for. 
charitable and benevolent purposes. 
All these forms have been introduced 
in some of these countries and are ap- 
pearing in the others. One thing: is 
apparent in Latin America: Insurance 
has come to stay and develop to the 
fullest extent. And life insurance, 
under all its happy combinations, has 
rooted, and grows more and more in 
quantity and quality. 

There has been a marked difference 
from the start between Latin and An- 
glo-Saxon America in their respective 
points of view on life insurance. The 
Latin, more adventurous, generally 
carries a larger average amount of 
insurance. This quality is counter- 
balanced by the greater constancy of 
the. Anglo-Saxon, as he perseveres 
longer with his policies. The Latin is 
a great policy lapser. 


ESSENTIAL CHANGES IN Practice 


Insurance in Latin America has 
suffered generally the same transforma- 
tions that have occurred in other 
countries, but there may be noticed 
some slight characteristics that some- 
what qualify this assertion: (a) there is 
a tendency to protect what we may 
call “homemade insurance” against 
“foreign insurance,” and (b) local 
investment of insurance funds is being ` 
encouraged by means of protective 
laws. 

Public opinion is growing in favor of 
local insurance; but this tendency may 
be attributed, perhaps, to the exag- 
gerated economic nationalism that 
prevails all over the world nowadays. 
When conditions change and the 
civilized nations come to a more 
reasonable understanding, it is quite 
possible that this unduly nationalistic 
tendency will disappear. British-com- 
panies are, as stated before, doing their 
best to smooth the way towards an 


international coöperation in the insur- 
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ance business, and American companies 
also will surely do their share in this 
direction. 

The problem of the investment of 
insurance funds is a very delicate 
question. In Latin America the tend- 
ency at present is to encourage and 
compel investments in local properties 
and securities. Chile, Peru, and Bra- 
zil have enacted laws making obliga- 
tory the investment of all insurance 
reserves for local policies in local 
properties and securities. Mexico re- 
quires the investment of 70 per cent of 
such reserves in Mexican real estate 
and securities. Argentina exacts heav- 
ier taxes from companies whose funds 
are not invested principally in that 
country. And Cuba at present is 
considering legislation in these direc- 
tions. There is a bill before its 
Congress, according to which all insur- 
ance companies, either national or 
foreign, will have to invest 60 per cent 
of their reserve funds in local properties 
and securities. i 

The most radical developments in 
the direction of a nationalistic policy 
have taken place in Costa Rica, Uru- 
guay, and Chile. In Costa Rica and 
in Uruguay, Government monopoly 
of some branches of insurance (mainly 
life insurance) has been established. 
And in Chile the reinsurance business 
has been nationalized. Authorized 
companies cannot reinsure outside of 
Chile—reinsurances must be covered 
among companies within Chile—and 
any surplus reinsurance that cannot be 
placed in local companies may be 
covered only through the Govern- 
ment’s reinsurance corporation called 
Caja de Reseguros. The practical re- 
sults of all of these experiments cannot 
be appreciated as yet, since they have 
been working only for a relatively 
short time; experience, however, will 
tell us some day as to which is the right 
direction. 
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Some UNsoLvVED PROBLEMS 


In practice we are meeting certain 
difficulties in Latin America which 
create problems, some of which remain 
unsolved as yet. 


Limitation of risks— 

The difficult question of the limita- 
tion of the maximum risk that an 
individual insurance company may 
assume is a very vexing one. In some 
Latin American countries some timid 
trials are being made, but as yet no 
satisfactory basis to fix and regulate 
such maximum risk has been found. 
Theoretically, we accept it as conven- 
ient to establish such a limit, and all 
solutions found are based on a per- 
centage of the local funds. Where 
the reinsurance business has been 
nationalized, as in Chile, the problem 
is easily solved; but where such a 
condition does not exist, great diffi- 
culties arise. If we were to establish 
the American method, whereby no 
company may assume any risk that 
exceeds 10 per cent of its capital and 
surplus combined, perhaps we would 
handicap too much the great foreign 
fire insurance companies. If we es- 
tablished a much higher percentage, 
we might legalize a system by which 
a small local company could be tempted 
to assume a dangerous amount of risk. 
Perhaps some system can be devised 
based on the combination of a relatively 
large percentage of the local funds 
and a small percentage of the other 
funds of the companies. 


The “dumping” of insurance— 


Communications are nowadays so 
greatly improved that it is easy to 
obtain by air mail or by cablegram any 
coverage in far-away insurance mar- 
kets, such as New York and London. 
Naturally, local as well as foreign 
authorized underwriters resent this— 
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and justly—as an unfair competition 
from unauthorized companies. They 
consider it unfair for a company whose 
solvency may be doubtful, and whose 
treatment of its policyholders is perhaps 
dishonest, to be allowed to offer and 
place policies on the same footing fixed 
for the authorized companies. There is 
also, they claim, the danger of a 
dumping of premiums. Unauthorized 
companies might suddenly combine to 
disturb a certain market by offering 
insurances with inadequate premiums 
and with too liberal conditions, in order 
to put out of business all or some of the 
‘weaker authorized companies. This, 
of course, generally happens only in 
property insurance. 

The remedies that are being tried 
are: (a) premium rate regulation, (b) 
an extra tax on policies placed with 
unauthorized companies, (c) declaring 
null and void any unauthorized insur- 
ance made against the law, or (d) a 
combination of some or all of these 
features. Part or all of these systems 
have been tried successfully in Brazil 
and in Chile. Cuba is considering 
similar measures. 


Multiple versus single line companies— 


Whether an insurance company 
` should be allowed to do business in one, 
“in a limited number, or in all classes 
_ of insurances is a much discussed ques- 
tion in Europe and in America. In 
Latin American countries the prevail- 
ing method is the multiple line system, 
but a consensus of opinion has not been 
formed as to which is the better plan. 
It is natural that where British com- 
panies have been working for more 
than half a century, the British system 
of multiple line insurance companies 
should prevail. However, the constant 
and frequent intercourse with the 
North American insurance ‘market, 
especially the New York market, has 
created a countercurrent towards the 
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opposite system—that of limited line 
insurance companies. Latin American 
actuaries generally believe that prop- 
erty insurance at least should be 
separated from life insurance, and, .in 
any case, that the funds for each class 
should be kept apart from the funds 
corresponding to other classes. 


Deposit of reserves— 


Most Latin American countries are 
importers of insurance; i.e., their local 
companies have not developed sufli- 
ciently in number and capacity to 
absorb adequately all the demand for 
coverage in such countries. For this 
reason most insurance experts in Latin 
America are constantly devising plans 
to enable their respective countries to 
export as little in premiums as possible. 
They contend that it is unwise to let 
foreign insurance companies extract 
unnecessary amounts for the services 
rendered, tending thereby to upset the 
international balance of payments. 
One such device consists of the com- 
pulsory retention of the insurance re- 
serves in the country in which they 
originate, thus limiting the cash ex- 
ports of the foreign insurance compa- 
nies to their respective surpluses. 

Another reason for the compulsory 
local retention of the reserves is the 
protection of the policyholders. It is 
claimed that the local policyholders are 
better protected when they have funds 
directly responsible for the claims that- 
may arise from their policies. Bank- 
ruptey laws are so different among the 
various countries that it is considered 
dangerous to leave the policyholders 
without -special liens on certain mini- 
mum amounts in their favor. Foreign 
companies in Latin America—espe- 
cially life insurance companies—are 
struggling to modify the retention of 
reserves by means of authorizations to 
keep with some trustee in their re- 
spective home countries the reserves 
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of their policies, subject to the inspec- 
tion and control of the government to 
whose jurisdiction the policyholders 
belong. 
Mexico, Peru, Chile, and Brazil 
have enacted insurance laws that 
regulate the formation of insurance 
reserves and make it obligatory to keep 
them physically within their respective 
frontiers. Besides, there is a strong 
movement in some of the other Latin 
American countries in favor of the es- 
tablishment of this system. Of course, 
the system of keeping the reserves in 
the country to which the policyholders 
belong is not new. It has been prac- 
ticed in the United States and in 
Europe for many years; but in Latin 
America it is a very modern movement 
~” which started at the beginning of this 
century. 


Control of rates— 


In connection with the problem of 
control of insurance premium rates, 
insurance dumping is mentioned as the 
main reason for its adoption. Brazil 
has gone so far as to establish official 
schedules of rates for insurances on 
properties within that country. Chile 
authorizes its Superintendent of Insur- 
ance to enforce the rates passed by a 
majority of the insurance companies. 
The tendency toward control seems to 
have come to stay, and apparently is 
spreading rapidly. 


Government supervision— 


As insurance did not develop so 
easily nor so rapidly in Latin America 
as in Europe or the United States, it is 
only natural that government super- 
vision should have followed at a later 
date. However, practically all the 
Latin American countries have es- 
tablished a substantial supervision of 
the insurance business by government 
officials. The present tendency is 
openly against the old policy of laissez 
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faire, laissez passer. Tt is regarded as 
the unavoidable function of the state 
to safeguard the insurance business for 
the protection of policyholders. In- 
surance is regarded as a public service 
vital to the well-being of society, and 
may not, therefore, be left unregulated. 
The two countries which have gone 
farthest in the direction of government 
intervention are Costa Rica and Uru- 
guay, where a government monopoly 
has been established for some classes of 
insurance. Chile follows with a quasi- 
monopoly of the reinsurance business. 


Social insuranee— 


The unsettled conditions which pre- 
vailed in most Latin American coun- 
tries during the nineteenth century— 
conditions that still exist in some of 
these countries—have checked the 
development of social insurance. How- 
ever, workmen’s compensation laws 
have been enacted in most of these 
countries, and the results are quite 
satisfactory in this class of insurance. 
Also, in the more advanced of these 
countries, sickness and old-age insur- 
ance are beginning to appear. Indus- 
trial insurance is being organized in the 
more thickly populated areas, such as 
Buenos Aires, Rio de Janeiro, Mexico 
City, and Havana. 


RELATIVE IMPORTANCE OF THE VARI- 
OUS KINDS OF INSURANCE 


Available statistics are quite incom- 
plete, but perhaps by examining two 
characteristic fields in Latin America, 
such as Cuba and Argentina, we may 
obtain an idea as to the relative impor- 
tance of the different kinds of insurance 
in this part of America. I have chosen 
these two countries because the data 
obtained for them are the most com- 
plete, and also bearing in mind that 
they represent two different char- 
acteristics as to the relative distribu- 
tion of business between local and 
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foreign companies. We shall notice 
that in Argentina most of the insur- 
ances are covered by national com- 
panies; while in Cuba the situation is 
just the reverse. The reason for this 
difference, in my opinion, is that local 
insurance companies began to organize 
in Cuba at a much later date than did 
similar companies in the Argentine. 


The following statistics pertain to 
the Cuban business’ for 1930: 


TABLE I 








Lire Insvranen 











TABLE IT 


Liru Insurance 





; Premiums Ta ‘ 
Number of Collected F ea 
Companies During the | “07e at oo 
Year of the Year 
(Exact number 
not available) 
(National) ...| $14,593,114 $74,241,234 
(Foreign) ....} 3,544,808 20,108,261 
Totals..... $18,137,922 $94,349,495 


Fine Insurance 





Premiums 
Number of Collected | Total Amount 
Companies During the Covered 
Year 
31 (National). ..| $14,956,762 | $2,481,474,052 


13 (Foreign)....| 11,775,624 2,290,217,623 


Totals... .. $26,732,386 $4,771,691,675 











Life insurance for various Latin 
American countries has been approxi- 
mately calculated as per the following 
table, showing the total amount in 
force and the per capita in force, in 
1927: 








Premiums In J 
Number of Collected F ced 
Companies During the OPCE Ae an 
Year of the Year 
f 8 
1 (National)..... $81,736 $1,652,671 
7 (Foreign)...... 4,829,582 95,921,475 
Totals... 2... $4,911,268 $97,574,146 
Fre Insurance 
Premiums 
Number of Collected | Insurance 
Companies During the Covered 
Year 
11 (National) aun $809,974 | $161,991,863 
52 (Foreign)... 3,097,342 | 641,027,272 
Totals... .... ` $3,907,316 | $803,019,135 





It will be seen that in both of these 
principal branchés of insurance the 
foreign companies predominate. 

Now let us see the statistics for the 
same two branches in Argentina, during 
1921 (the latest at hand) as shown in 
Table II: 

These amounts are in Argentine 
pesos.. ‘The figures; N how that na- 
onal companies i 







idedly control 
the insurance business in Argentina. 














TABLE III 
Country Total in Force |Per Capita 
Mexico.......... $30,126,000 $6.00 
Brazil........... 140,613,000 4.00 
Argentina........ 69,206,000 10.00 
Chile... ......00. 30,980,000 10.00 
~ Uruguay......... 12,643,000 “12.00 
Perus creder edirs 8,739,000 2.00 
Cubase bosar mot 92,000,000 - 22.00 
Total. ....... $384,307,000 








- The above figures are approximate 
only. 
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EDUCATION AND INSURANCE 


Eventually Latin America will over- 
take the most insurance-saturated 
Anglo-Saxon countries. If educators 
would get together and organize a con- 
structive system of insurance education 
in these republics there is no doubt, 
in my opinion, that astonishing results 
would be obtained in the very near 
future. It is necessary to formulate 
complete insurance courses in the 
universities and the commercial schools, 
such as are already available in England 
and in the United States. These 
courses should be, of course, for those 
who expect to make insurance their 
vocation. Also, the general public 
should be instructed regarding in- 
surance. 

I do not know of any university or 
school in Latin America which offers 
any complete insurance course such as 
those organized, for example, at New 
York University or at the University 
of Pennsylvania. It is most neces- 
sary that American and British insur- 
ance companies coperate with local 
companies and insurance educators in 
these Latin countries, so that an 
energetic and constructive educational 
program may be prepared and followed. 

Especially life insurance education 
should be encouraged. In this the 
American College of Life Underwriters 
can fruitfully codperate, first by en- 
couraging all Latin life insurance agents 
with a sufficient knowledge of English, 
to take up its wonderful chartered life 
underwriter’s course, and later by 
organizing equivalent courses in Span- 
ish for those who are not conversant 
with the English language. 

Correspondence schools in Latin 
America are in their infancy. Few 
and unimportant beginnings have been 
made in this direction. Insurance 
companies, both local and foreign, 
should do their part to push this mod- 
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ern system of home study by arrang- 
ing simplified correspondence insurance 
courses for their respective agents and 
employees. 

Frequent newspaper articles and 
abundant institutional insurance ad- 
vertising are also, in my opinion, most 
efficient means to develop insurance 
knowledge and good will. Latin Amer- 
icans have brilliant imaginations and 
are therefore good subjects for this 
form of propaganda. We shall all do 
some pioneer work through this me- 
dium, and the writer is doing his bit by 
contributing as much as he is able in 
this direction. 

Insurance maga. “2s are not abun- 
dant in Latin America. Codperation 
in this field by imsurance companies 
doing business here would be most 
welcome. Such magazines could pro- 
duce wonderful results among agents 
and brokers, and incidentally could 
serve as the nucleus for the educational 
campaign advocated in this article. 

Public lectures on insurance matters 
are also rare among our republics. 
In this form of educational propaganda 
also, insurance companies could do a 
great amount of good. Direct and 
radio lectures by experienced and able 
lecturers would doubtless produce won- 
derful results. 

Through the Pan-American Union, 
whose offices are in Washington, D. C., 
some means should be devised by 
which this association of nations may 
do something to encourage the estab- 
lishment of insurance courses in the 
universities of the associated Latin 
American countries. Perhaps some 
special insurance office or bureau 
could be suggested through the proper 
channels. 

The University of Havana has some 
insurance subjects in its curriculum for 
the Schoo] of Commerce. The writer 
is prepared to suggest this year that 
either a complete insurance course be 
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offered or a more complete list of 


insurance subjects be included in its 
curriculum. Cuba is the ideal coun- 
try to start a modern insurance 
educational campaign among Latin 
American countries. Its geographical 
situation in the heart of America, with 
splendid communications of all kinds 
with all its sister republics, and its 
intelligent people, warrant any efforts 
made here with that purpose in view. 

No matter how difficult our start 


may have been in Latin America, we 
are proud and happy to acknowledge 
that insurance, one of the most impor- 
tant institutions devised by human 
ingenuity and vision, is with us and has 
come to stay. It will develop and cre- 
ate an ever increasing feeling of well- 


being among us. But we must insist 


on continuous improvement, and only 


‘adequate education can secure that, 


as well as the highest efficiency and 
the best economic results. 


Virgilio Ortega, LL.D., is legal and technical adviser 
of the Legislative Committee of the Cuban Association of 
Fire@@isurance Companies. In 1918 he organized “ La 
Metropolitana,” one of the most important Cuban 
insurance companies, and was appointed its general 
manager, In 1919 he, with others, organized “La 
Alianza,” one of the most prominent. Cuban surety 
companies, of which he became a director. In 1929, Dr. 
Ortega was commissioned by the Cuban Government to 
visit the Insurance Departments of New York and the 
Dominion of Canada and report on their organizations, 
in view of contemplated insurance legislation. 
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Insurance in China 


By Y. Dune and Tux-Yur Caane 


UE to the appalling lack of public 
records, little is known of the 
actual statistical conditions of the dif- 
ferent kinds of insurance that may be 
found in this country. Following the 
customary grouping under: (1) life 
insurance, (2) fire and marine insur- 
ance, and (8) so-called “casualty” 
insurance, each of these branches may 
be briefly reviewed as follows: 


Lire INSURANCE 


There is no record showing when life 
insurance in its present form was intro- 
duced into China. It is probable that 
prior to the entry of the New York 
Life Insurance Company into the 
country in 1884, some British compa- 
nies such as the Standard and the Orien- 
tal had been writing business in 
Southern China, though necessarily on 
a limited scale and confined mostly to 
foreign lives. Thus, the mortality 
experiences of the Standard for the 
years 1846-1900 in China have been 
frequently referred to in many actua- 
rial writings. 

The first “China” company, how- 
ever, was organized in 1899 under 
British registration in Hongkong and 
was known as the China Mutual Life 
Insurance Company. “In 1924 this was 
absorbed by the Sun Life, which had 
come into the field as early as 1905. 
About the same time the Manufactur- 
ers’ Life of Canada also entered the 
field. In 1912 the China United As- 
surance Society, Ltd., a company 
financed entirely by Chinese capital, 
was established; while in 1914 its con- 
temporary, the Venus Life Insurance 
Company, now in liquidation, came 
into existence. In 1921 the Asia Life 


Insurance Company, Inc., received. its 
charter from the State of Delaware, 
United States of America, to do busi- 
ness in the Orient, and established its 
main office in Shanghai. In 1924 an- 
other American company, the West 
Coast Life Insurance Company of 
Canada, established an agency in 
Shanghai. About the same time sev- 
eral Chinese companies, the Wing On 
and the Sincere Life Insurance Com- 
panies, bearing the same names as two 
of the largest Chinese department 
stores in Shanghai, were organized to 
do business. In 1931 the latest Chi- 
nese life company, the Ningshao Life 
Insurance Company, came into the 
field. 

The total volume of life insurance 
outstanding in the country has been 
variously estimated. Because of the 
lack of official figures, such estimates 
can neither be proved nor refuted. 
However, it can be said that the actual 
amount outstanding must be very 
small, indeed very much so, in view of 
the enormous amounts of life insurance 
written in other countries, and con- 
sidering the fact that it has had a 
continuous history of at least fifty 
years’ duration in China. 

For obvious reasons, most of the 
underwriting is done in and around the 
cities along the seacoast or near it, 
and although some of the domestic 
companies have made attempts to 
establish agencies in such distant 
provinces as Yunnan and Szechwan, 
the amounts written there are negli- ` 
gible. 

As to the kinds of policies sold, the 
most prevalent is the endowment, 
which, because of its twofold features— 
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the investment and the protection 
features—appears to be particularly 
attractive. However, whole life poli- 
cies and limited-payment life policies 
and group policies are also being sold. 
Term insurance, which provides tem- 
porary protection at low initial cost, 
is underwritten only very occasionally 
and is usually found in operation 
under the extended insurance clause. 
To the writers’ knowledge, only a few 
joint-life policies, so useful for the pro- 
tection of partnerships, the prevailing 
form of business organization in the 
country, have been sold; and annuities, 
except as an optional mode of settle- 
ment, are seldom in demand, in spite 
of the concerted opinion among the 
insurance fraternity in the Orient that 
the mortality rate among Chinese lives 
is high and the yield from investments 
in general satisfactory. 

A Chinese experience mortality table 
is stillin the making. The experiences 
of a few companies have been actuari- 
ally tabulated, but lacking codperation 
among the companies and apparently 
in view of the limited data available, 
no Chinese table has thus far been 
created. The companies still employ 
some foreign tables, such as the Ameri- 
can Experience Table, the British 
Offices O” (5) Table, and so forth, and 
exercise their judgment with respect 
to expected increased mortality by 
arbitrarily increasing the age of the 
applicant or adding to the mortality 
loadings. The net result of these prac- 
tices, together with the fact that en- 
dowments only are generally preferred, 
increases the premiums as compared to 
those in other countries and makes life 
insurance even more inaccessible to 
the common people. Thus, it is esti- 

‘mated that the average premium 
rates per 1,000 charged in China are 
about one and a half times the “do- 
mestic” rates quoted on the North 
American Continent. 
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Fire anp Marine Insurance 


Comparatively by far the greater 
development is obtained in these fields. 
Apparently here in China, as elsewhere 
in the world, the value of tangible 
property is much more readily recog- 
nized than that of human lives. 
Whereas the greatest hesitation is 
shown in the purchase of life insurance, 
Chinese merchants can readily see the 
logic and the necessity of having their 
goods and property adequately covered 
against fire risks. In like manner, 
they insist on having their goods cov- 
ered with marine insurance policies 
while in transport. 

Unfortunately, as in the case of life 
insurance and other forms of insurance, 
no statistics can be cited as to the actual 
volume of transactions of these two 
kinds of business. Without doubt the 
annual amounts of premium paid for 
these kinds of insurance are consider- 
able; and the greater portion of these 
probably fall into the coffers of foreign 
companies, as the latter are unques- 
tionably predominant in these fields. 
Thus it is known that in the Shanghai 
Fire Underwriters’ Association there 
are one hundred and twenty-nine mem- 
bers and in the Shanghai Marine Un- 
derwriters’ Association there are some 
seventy members, most of whom 
represent some of the most powerful 
and well-established insurance com- 
panies in the West, whose assets run 
into billions. On the contrary, there 
are only twenty-two members compris- 
ing life, fire, and marine companies in 
the Insurance Association (Chinese), 
and of these, only a few possess a paid- 
up capital of over a million Chinese 
dollars. 

While reinsurance is freely trans- 
acted as a matter of course among the 
members of the foreign association, who 
divide what business they obtain 
among themselves, ceding nothing 
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except in isolated instances to their 
Chinese contemporaries, the Chinese 
companies have only recently joined in 
a combine for reinsurance purposes. 
Such an agreement came into existence 
late in May of 1931, and included only 
nine Chinese companies. 

At the National Industrial Confer- 
ence convened in April 1931 at Nan- 
king, recommendations for using only 
the Chinese language in the policy 
contract were adopted, and forthwith 
the National Government issued a 
mandate requiring all insurance poli- 
cies to be in the Chinese language. 
Following this, the Shanghai Insurance 
Association (Chinese) took steps to 
effect the standardization in the Chi- 
nese language of the policy contract in 
fire, marine, and life insurance, and 
committees were appointed for this 
purpose. As a matter of fact, life in- 
surance contracts issued by the Chinese 
companies have long been in the 
Chinese language, but owing to the 
difficulty of adopting the Chinese ter- 
minology in other lines of insurance, 
notably marine, policies in most of the 
other kinds of insurance are in foreign 
languages, usually English. The time 
will not be long before all policies will 
have to be in Chinese, as the Chinese 
courts will not consent to review con- 
tracts in any other language. 


. CASUALTY ĪNSURANCE 


_ In the so-called “casualty” lines, 

automobile insurance appears to be 
relatively more developed. The bulk 
of the business is written in Shanghai, 
while in the principal cities with mod- 
ern roads, the business is also being 
transacted. In short, this important 
branch of insurance is being somewhat 
handicapped by the small number of 
automobiles in the country and the 
small mileage of highways traversable 
by motor vehicles. However, modern 
roads and highways are extending 
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rapidly all over the country. This is 
steadily increasing the demand for 
motor vehicles and, in turn, that for 
automobile insurance. The companies 
are combined into an association known 
as the North China Motor Insurance 
Association, the majority of the mem- 
bers of which are foreign companies, 
while a few are of Chinese nationality. 
As of May 1981, there were some forty- 
three members in the Association. 

Burglary insurance has also lately en- 
tered the field. This is largely confined 
to the foreign companies and bought 
mostly by foreign residents. 

Boiler insurance was introduced into 
Shanghai in July 1931 by the Ocean 
Accident and Guarantee Corporation, 
Ltd., a foreign company which initiated 
simultaneously a free boiler inspection 
service. Such an inspection service, 
though absolutely necessary in the 
writing of boiler risks, has thus far been 
neglected by the local and Govern- 
ment authorities. 

Accident and health imsurance is 
being underwritten by various com- 
panies, and because of the low 
premium required, appeals readily to 
the moneyed business class. 

One Chinese company doing fidelity 
insurance exclusively was incorporated 
in June 1930, and is known as the First 
Fidelity Insurance Company, Ltd. 
This company issues its policies in the 
Chinese language, but is patronized 
largely by foreign employers. The 
Chinese buy this kind of insurance only 
sparingly, as its nature is not clearly 
understood. Its premiums appear to 
be burdensome compared with gratui- 
tous personal bonding, and it carries 
only limited liability, while employers 
prefer to rest on a sense of false security. 


Some OUTSTANDING PROBLEMS 


It is evident from a perusal of the 
foregoing paragraphs that insurance in 
China is still in its infancy. Many 
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serious and difficult problems must be 
solved before the business of insurance 
is to attain the prestige and social 
importance it has achieved in other 
countries. These difficulties are mainly 
the following:, 

First, China is a late comer in the 
industrial era. Insurance, however, 
thrives most in a highly developed 
industrial and commercial state. Be- 
sides, there are a number of practical 
difficulties which tend to hinder the 
free development of commerce and 
trade, and thus directly and indirectly 
affect the business of insurance. Such 
difficulties are, for instance, the lack of 
communication and transportation fa- 
cilities, the confusion of currencies, 
the condition of abject poverty among 
a large portion of the people, and the 
long-drawn-out unsettlement of eco- 
nomic conditions, which adds to the 
unwillingness of the people to enter into 
long-term contracts such as life insur- 
ance represents. 

Second (and this applies largely to 
life insurance), the inherent ideas of the 
old Chinese family system, which em- 
phasize group responsibility and inter- 
locking dependence, tend distinctly to 
militate against the need for this kind 
of coverage. This emphasis on the 
personal bond between individuals not 
only affects life insurance, but, as 
shown above, hampers somewhat the 
development of corporate bonding. 

Also, as far as life insurance is con- 
cerned, there are such other problems 
as those associated with public health, 
hygiene, and sanitation which must be 
considered. Past experience in China 
has shown that life companies must be 
extremely cautious in their selection of 
risks. Excessive mortality rate as a 
result of the prevalence’ of epidemics 
and diseases together with the ineffi- 
cient and often reckless methods of 
medical selections used, has proved to 
be the undoing of many Chinese life 


Tur ANNALS OF THE AMERICAN ACADEMY 


companies, and such conditions will 
continue to place other companies in a 
perilous state if heed is not taken to 
this bitter experience of the past. In 
this respect it must be said that the 
lack of modern medical practitioners is 
evidently a serious handicap. Thus, 
professional incompetence and inade- 
quacy coupled with the prevalence of 
disease, and the sporadic visitation of 
floods undoubtedly contribute to an 
ominously high mortality rate in China, 
which, in its turn, affects the business 
of life insurance. 

Third, with reference to the compa- 
nies, there is need for greater codpera- 
tion, first among the Chinese companies 
themselves, and second between the 
Chinese and the foreign companies. 
Codperation in these directions can 
effect much economy in the business, 
remove many of the causes of friction, 
and make possible a wider distribution 
of risks. 

In the case of some of the com- 
panies, perhaps it may not be too much 
to say that in order to attain the 
much coveted stability, a radical 
overhauling of many of the existing 
business and administrative policies 
will be necessary. Production meth- 
ods now in use will have to be changed. 
More intensive training will have to 
be given to the agents and the brokers 
so as to engender a spirit of professional 
pride in their calling. Above all, in 
the interests of the large body of policy- 
holders, it may be mentioned that the 
companies should make their invest- 
ments with safety in view, rather than 
interest themselves merely in the 
ampleness of return. 

Fourth, the predominance of foreign 
companies in itself constitutes a prob- 
lem. To be sure, foreign companies 
have been the pioneers of the business 
in China. To them the Chinese com- 
panies owe much of their knowledge of 
the business, and in their present pre- 
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dominant position they are undoubt- 
edly rendering an indispensable service 
to the business life of the Nation. If 
they were under the jurisdiction of the 
Chinese Government, the situation 
would be somewhat different. As it 
is, they enjoy extraterritorial privi- 
leges and are entirely outside of 
Chinese jurisdiction. What taxes the 
Chinese companies are subjected to as a 
natural corollary of their duty to their 
Government, these foreign companies 
are entirely exempt from. Whatever 
foreign skeptics may say, this certainly 
represents a situation which must be 
remedied, and this appears all the more 
urgent when it is remembered that 
insurance is a commercial weapon. 
What a ghastly weapon America’s 
opponents would be, wielding against 
her if the greater portion of her 
insurance interests were in the hands of 
foreigners! 

Fifth, we must refer to the lack of 
government supervision as it is under- 
stood elsewhere. Thus far the Chinese 
Government has left the companies 
entirely alone to seek their own fate, 
and thus the policyholders to exercise 
their own judgment. Apparently it is 
thought that as the Chinese portion of 
the business is small anyway, while the 
greater foreign portion is outside of 
their jurisdiction, this aloofness will at 
least give the companies a chance to 
work out their own fate without being 
unnecessarily hampered by stringent 
government regulations. That this 
has been a mistaken move has been 
amply shown by the many failures of 
insurance companies. 

Recently, upon the establishment of 
the Legislative Yiian in Nanking, the 
National Government has adopted an 
Insurance Law and also coded sepa- 
rately one governing marine insurance. 
Comments on these new codes must be 
reserved for some other occasion. 
However, aside from these legislative 
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activities, the Government thus far has 
not yet taken an active part in insur- 
ance supervision. 

Last, and indeed not least, is the 
problem of insurance education. It 
can be readily seen that to solve many 
of the problems outlined above, much 
will depend upon a sound educational 
program. Realizing this fact, Japan 
has made instruction in the principles 
of insurance, both life and property, a 
compulsory requirement in the high 
schools or departments of Japanese 
colleges and universities, including the 
commercial high schools in that coun- 
try. Unfortunately, in China, insur- . 
ance courses are still being received 
with lukewarm interest in the colleges. 
In many of the business departments of 
the leading universities no insurance 
courses are being offered, and where 
offered, they are only elective. How- 
ever, last year the Ministry of Educa- 
tion of the National Government, 
realizing the importance of insurance 
education in the middle schools, set to 
work to standardize a text on insurance 
to be used in the commercial high 
schools, and one of the writers was 
invited to take up the task. Although 
nothing concrete ultimately came out 
of this initial labor, it undeniably rep- 
resents a first step in the right direction. 
When and if the lost thread is picked up 
and the work pushed to its logical 
conclusion, much benefit should accrue 
to the insurance business of the Na- 
tion. 


Forurs Prosrrecrs 


There is little doubt that the prob- 
lem of insurance in China is part and 
parcel of the gigantic tasks of economic 
reconstruction and political consolida- 
tion that are now proceeding hand in 
hand within the country. Bearing in 
mind the interrelationship of the dif- 
ferent mechanisms of the modern 
economic state, insurance cannot be 
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expected, in spite of our fervent wish, 
to outdistance other branches of com- 
merce and industry, in point of develop- 
ment. Even now, just as there has 
been progress in banking, communica- 
tions, and other industries in the coun- 
try, much more insurance is being sold 
today than twenty years ago. Insur- 
ance salesmen are now meeting much 
less resistance in their canvasses, we 
are told. Insurance companies con- 
ducted on a scientific basis are being 
received with enthusiasm, and this be- 
ing so, new companies are being or- 
ganized one after another. All this is 
natural as the old gives place to the 
new. 
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Indeed, as one of the authors has 
written elsewhere, a great future is in 
store for the business of insurance in 
China. The question now is mainly 
one of time. Give China time, and 
she, like other countries, will accom- 
plish things. To build up the business 
of insurance, especially, requires dec- 
ades and generations; it is built 
slowly, but steadily, as cathedrals are 
built. Given sufficient time during 
which the steady hands of the evolu- 
tionist (not those of the revolutionist) 
will have worked out solutions of many 
if not all of the existing problems, in- 
surance likewise will thrive, prosper, 
and grow. 


F. Dung, Ph.D. (Pennsylvania), C. L. U., is statis- 
tician of the Minisiry of Finance at Nanking, China. 


Tuh-Yui Chang, M.B.A. (Pennsylvania), C. L. U., 
is agency supervisor of the China United ‘Assurance 
Society, Ltd., Shanghai, China. 





Modern Tendencies and the Present State of 
Insurance in Italy * 


By Gumo Tosa 


N ITALY both individual and social 
insurance are in a flourishing state. 
To write in detail of either would take 
` too much space, and we shall therefore 
limit ourselves in this article to a 
descriptive presentation of the problem 
in its technical and statistical aspects. 
The insurance technique differs ac- 
cording as one is dealing with individ- 
ual or social insurance. The former is 
based upon the individual premium: 
every case insured is an account in it- 
self, to be balanced by an amount so 
worked out as to equal the probable 
cost of the risk run. For social in- 
surance, on the other hand, there is in 
Italy widespread application of the 
criterion of collective risk; it is not the 
individual but rather the group which is 
taken into consideration, and it is upon 
a basis of the inherent characteristics of 
the group that the cost of the insurance 
is worked out and the due payment 
scheduled. 


PRINCIPLE or SOCIAL SOLIDARITY 
APPLIED 


We find in Italy a full application of 
the principle of social solidarity in so- 
cial insurance. In individual insur- 
ance, equity consists in requiring of 
each insured person a premium propor- 
tional to the risk in his case, and since 
insurance is not compulsory, the adop- 
tion of any other principle would be 
impossible. A schedule tending to 
favor certain classes of insured at the 
expense of others would have the effect 
that only the favored classes would 
insure themselves. In compulsory in- 


1 Translated by William Rex Crawford, Ph.D., 
University of Pennsylvania. 


surance, the concept of risk is different: 
the risks are not considered individually 
but collectively, and the principle of 
mutuality binds together persons of 
different risks so that the weaker risks 
aid the others. 

Solidarity may be general or partial, 
according as more or less account is 
taken of all the differing factors of the 
risk. Solidarity may include all the 
generations of insured persons, or ap- 
ply only to each one. The require- 
ment of a solidarity of the various 
generations arises from the natural idea 
that for a work of social utility such as 
an insurance law, one may reasonably 
require the assistance of coming genera- 
tions, since they will have the ad- 
vantage of being relieved of the dead 
weight of the aged and at the same time 
of enjoying a higher and more secure 
standard of living. They are asked, 
therefore, to bear their part of the 
burden arising from the introduction of 
social insurance legislation, just as all 
bear the burden of great public works 
(streets, ports, dikes, and so forth). 
Italian social insurance is based on this 
broad principle of solidarity, and, as we 
shall see in the course of this article, 
the financial arrangements that have 
been adopted are founded upon these 
sane principles of the brotherhood of 
man. 

So far as insurance management is 
concerned, individual insurance is gen- 
erally managed by private companies 
under the control of the state. An 
exception should be made for life in- 
surance, which is today partly in the 
hands of a quasi-state body, the Instituto 
Nazionale delle Assicurazioni (National 
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Institute of Insurance). It is impor- 
tant to point out that on the other 
hand, social insurance is in the hands of 
quasi-state institutes or trade-union 
bodies that enjoy official recognition. 

The management is guided by exact 
requirements with regard to its invest- 
ments, but it must be noted that Italy 
has the advantage of offering a large 
and excellent market of financial in- 
vestments, and so the task of insurance 
management is greatly facilitated. A 
huge accumulation of reserves does not 
cause any uneasiness in Italy, for it can 
be made a progressive element in the 
realm of finance, provided it is used to 
further work useful to the national 
economic life, like gigantic public 
works and social undertakings which 
have been and continue to be the basis 
of the social policy of the Fascist 
régime in periods of economic crisis. 

With these introductory remarks we 
shall now strike to the heart of our 
subject, analyzing in detail both pri- 
vate and social insurance. 


I. PRIVATE Insurance 


Italian legislation concerning the 
conduct of private insurance found its 
definitive status in the law of April 29, 
1923 (number 966) and in the related 
regulation of January 4, 1925, by which 
insurance in Italy was put upon a basis 
to correspond with its high economic 
and social aim. The law of 1923 re- 
quires, in fact, all of those guarantees 
which on the one hand make insurance 
agencies conscious of their responsibil- 
ity, and on the other hand give com- 
plete confidence in the insuring bodies 
to the insured. Insurance laws must 
always have an ethico-social basis, and 
just this basis is found in all msurance 
activities of the Fascist régime. 

In the law of 1923 there is complete 
systematization of the functioning of 
insurance and reinsurance enterprises, 
whether they are of Italian nationality 
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or are foreign companies operating in 
the Kingdom, and the two are treated 
with perfect impartiality. Under the 
regulations of this law there are carried 
on in Italy 155 private insurance enter- 
prises, of which 106 are Italian and 49 
foreign, beside the National Institute 
of Insurance, a quasi-state body of 
which we shall say more later. The 
branches in force in 1930 are the follow- 
ing: aviation, automobile, live stock, 
credit, theft, hail, fire, compensation, 
sickness, personal liability, transporta- 
tion, and branches of life and lia- 
bility insurance. The total amount of 
capital stock of the private Italian en- 
terprises amounted in 1931 to approxi- 
mately 821,883,225 lire, of which 
524,654,625 lire were paid up, beside 
the reserves of 650,389,003 lire. 

The premiums of the Italian insur- 
ance business received in 1930 (not to 
be confused with the premiums of the 
new business of that year), including 
both Italian and foreign companies and 
the National Institute of Insurance, 
can be placed in round numbers as 
follows: 


TABLE I 
(Figures in thousands of lire) 
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Aviators Pee Bee ee es 

Automobile... .......... 00 e eee 7,420 
Live Stock... 2... cca eee eee 8,448 
Credits Mosc digo dies Te 2,684 
Thefts Sica cstv ie aes Fs 23,356 
Hail. 117,051 
PBires4:2seeeb) ase ciate 389,411 
Compensation...........s.se08+| 148,309 
Sickness, ....... 0. cece ee ee eee 366 
Personal liability. 6... 20.6.6. 005 81,268 
Transportation, ................{ 170,234 
Miscellaneous. ........0. 000005 10,836 
TOG ag 9 ose eect EEES 823,208 





The total amount of paid-in premiums 
amounts to 1,728,216 thousands of lire, 
and counting the premiums turned 
over to the Italian Union of Reinsur- 
ance, one has a total of 1,804 millions of 
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premiums for the year’s business. The 
total of necessary reserves in 1930 
amounted to 3,728,998,702 lire, for life 
insurance and 326,166,017 lire for other 
insurance. 


PRIVATE LIFE INSURANCE 


The Italian life insurance market is 
„unique and presents many characteris- 
tics which might be the object of long 
and profound study. 

On January 1, 1928, in accordance 
with the law of April 4, 1912, life insur- 
ance in Italy was to have become a 
monopoly, which monopoly was to 
have been exercised by a single insur- 
ance body in this branch, namely, the 
National Institute of Insurance. But 
in practice, the monopoly plan pre- 
sented serious inconveniences. These 
were immediately understood by the 
Fascist Government, which brought 
about an immediate, fundamental revi- 
sion of Italian insurance, in conse- 
quence of which, with the decree of 
April 29, 1923, private companies were 
again admitted to the business of life 
insurance in Italy, along with the Na- 
tional Institute of Insurance. Certain 
privileges provided by the law of 1912 
were reserved to the Institute: a com- 
plete guarantee of its policies by the 
State Treasury and a right to the sur- 
render on the part of the private enter- 
prises of a quota (decreasing from 
decade to decade from 40 per cent to 10 
per cent) of each risk assumed. 

So far as the private enterprises are 
concerned, the law of 1923 provides 
that to carry on a life insurance busi- 
ness they must obtain from the state a 
preliminary authorization given upon 
the presentation of evidence of their 
legal constitution; they must possess a 
capital stock of not less than ten million 
lire, of which at least fifty per cent is 
paid up; and they must present for the 
examination of competent authorities 
the bases of their calculations, their 


mortality tables and their schedules of 
rates. Foreign companies must name 
a legal representative in the Kingdom, 
under the conditions prescribed by the 
Italian Commercial Code. It is, more- 
over, required that they shall have 
been authorized to conduct a life 
insurance business in their country of 
origin for at least ten years, and the 
authorization to do business in Italy is 
granted only with a clause providing 
reciprocity for Italian companies. 
Private companies are also required: 
to deposit a bond of 500,000 lire; to 
have at their disposal a capital of 
1,500,000 lire; and to present to the 
Minister of Corporations every three 
years a technical summary of their 
mortality experience, of the rate of 
interest, realized on their investments of 
fund, and so forth. The schedules of 
rates and the policy conditions cannot 
go into force without the previous ap- 
proval of the proper Minister. The 
general ledger of the company and in 
particular the part relative to its Italian 
business must be published in the OM- 
cial Bulletin of Joint Stock Companies. 
The companies are also obliged to 
report monthly to the Minister of 
Corporations (the Government official 
in charge of private insurance) the 
facts concerning the amount of busi- 
ness done and the total business out- 
standing, and at the end of each year a 
detailed analysis of all the insurance 
outstanding and the condition of their 
necessary reserves. Practically the 
same conditions regulate the work of 
‘the National Institute of Insurance. 
At the end of 1931, that is, after nine 
years of operation of the new law, one 
may distinguish in the field of life in- 
surance in Italy three kinds of insur- 
ance bodies, which present, and which 
necessarily will for a long time continue 
to present, very clear and characteristic 
differences: the National Institute of 
Insurance, the two companies of Trieste 
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(Assicurazioni Generali and Riunione 
Adriatica di Steurta), and the Italian 
and foreign companies which have ob- 
tained, or reobtained, authorization to 
work in Italy in the course of the last 
six years, and which therefore are still 
in the initial phase of ‘their develop- 
ment. 


National Institute of Insurance— 


Under the arrangements of the law 
of 1923, the National Institute of In- 
surance constitutes a new and interest- 
ing phenomenon. Preceding examples 
of state insurance companies, a more or 
less direct competition with private 
industry, had not led to very brilliant 

‘results. In its relatively short life, the 
Italian body has not only established 
itself firmly but has become a dominant 
` element in the life insurance business in 
Italy, and occupies a prominent posi- 
tion among the insurance companies of 
the Continent. In this connection it is 
important to observe that, given its 
quasi-state character, its efficiency and 
the favor with which it has met among 
the mass of persons taking out insur- 
ance form new and tangible confirma- 
tion of the confidence and faith which 
all Italians feel toward the Fascist 
Government. 

As an insurance body, the National 
Institute is perhaps unique. Itisnota 
joint stock company nor is it a mutual 
association; it is a state enterprise in 
that the State Treasury guarantees its 
policies, and its profits are the property 
of the state. But it is perfectly auton- 
omous in its administration; its relation 
with private enterprise is one of free 
competition, with the right to the sur- 
render by the private companies of a 
quota of each risk assumed, but with 
the option of refusing business which it 
does not deem desirable. 

On December 31, 1930, the National 
Institute of Insurance had in force 
somewhat fewer than a million con- 
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tracts for about 11,781,000,000 lire of 
insurance guaranteed by the necessary 
reserves of 2,'791,000,000 lire and with 
total funds of 3,202,000,000 lire. The 
new business of 1930 was 93,756 con- 
tracts for 1,891,000,000 lire as com- 
pared with 714,365,942 lire, in 1922. 
These figures indicate, besides the im- 
portance of the Institute as an insur- 
ance body, the security of.its financial’ 
arrangements, especially when one 
takes into account the care with which 
its technical basis is selected (mortality 
table of the general Italian population 
based on the census of 1901) and its 
valuations computed. With its funds 
well above three thousand million lire, 
the National Institute plays a réle of 
primary importance in the economic life 
of the country, especially in view of its 
wide participation in works of a na- 


tional character—railroad construc- 


tion, land improvement, sanitation and 
housing, and real estate designed for 
housing purposes. 

Taking advantage of a provision of 
the law, the management of the Insti- 
tute has recently decided to surrender 
to its policyholders a share in the 
profits of the business. Beginning 
with 1930, there will be distributed to 
the insured fifty per cent of the net 
profits remaining from each year’s busi- 
ness after the reserve has been set aside 
and the statutory requirements met. 
In short, in the newer lines of activity 
which the major insurance enterprises 
of the world have followed, with its 
plans for vast and enlightened activity 
for hygienic progress, the improvement 
of health, and the prolongation of the 
life of the insured, the Italian Institute 
occupies an advanced position. 


The companies of Trieste— 

The two companies of Trieste, with 
their ancient and glorious traditions, 
are well known both in Italy and in 
other countries, where they play a 
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notable réle with their activity in all 
branches of insurance. Suffice it to 
note that of the new life insurance 
policies written in 1930 by the Assi- 
curaziont Generali, which reached the 
notable figure of 1,236,000,000 lire, only 
449,000,000 were collected in Italy, 
while the corresponding figures for the 
Riunione Adriatica di Sicurta are re- 
spectively 1,349,000,000 and 325,000,- 
000. In the figures of total insurance 
in force at the end of 1930, which we 
give below, you will note a similar 
phenomenon. 


Cattolica di Assicurazioni of Verona. 
The figures reached by the new insur- 
ance written and by the capital of the 
companies of this group are in some 
cases quite high when one considers the 
short time they have been in business, 
and they constitute, without a doubt, 
an accomplishment to which the pro- 
gressive formation ‘of an insurance 
consciousness in the Italian population 
has greatly contributed. 

To further such progress is the aim of 
the industrial insurance initiated by 
the National Institute of Insurance in 


TABLE II 














Assicurazioni Generali... 2.00.00. cece ees 
Riunione Adriatic.............- Pian eutaha acted 


.-| L. 2,844,071,421 4 
did 1,704,297,043 © 





Total Insurance 
Outstanding 


Insurance Outstand- 
ing in Italy 


L. 6,119,232,071 è 
4,352,754,924 * 





s Including accumulated interest. 


Each of these two powerful com- 
panies is a force of the first importance 
in the Italian life insurance field. 
These companies divide with the Na- 
tional Institute the credit for the 
enormous progress which life insurance 
has made in this country in recent 
years under the Fascist régime. 


Private enterprises— 


Besides these three bodies, to which 
international statistics attribute a posi- 
tion of primary importance in Euro- 
pean life insurance, there are sixteen 
companies operating in Italy, of which 
eleven are Italian and five foreign. 
Many of these have simply resumed, 
since 1923, an activity interrupted as a 
result of the monopolistic law, having 
been carried on honorably and success- 
fully as early as 1912. Such, for ex- 
ample, among the Italian companies 
are the Fondiaria Vita of Florence, the 
Compagnia di Milano and the Società 
Reale Mutua of Turin, and the Società 


1925, for which it has a monopoly, not 
by law but in fact. The way in which 
this business is carried on and its con- 
tractual characteristics resemble closely 
those in use in countries in which indus- 
trial insurance is more fully developed, 
but with the difference of the monthly 
installment payment of the premium. 
If one considers the special character of 
this insurance and the important 
development of social insurance, com- 
pulsory or non-compulsory, the results 
obtained up to the present must be 
considered quite satisfactory. 

Group policies in the American sense 
of cumulative contracts, with natural 
premiums, annual and renewable, are, 
however, unknown in Italian insurance. 
But there is a continual growth of col- 
lective insurance, in the customary 
forms and conditions, written by the 
National Institute in competition with 
private companies, which is almost the 
same. Nor is it infrequently the case 
that contracts are assumed jointly by 
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the state body and one or more of the 
private companies. Contracts of this 
sort are often preferred by govern- 
mental bodies, trade-union, industrial, 
or banking organizations, since, in ad- 
dition to the usual insurance function, 
they guarantee the support of depend- 
ents of the workers, the indemnity of 
dismissals, and the risk of permanent 
total disability. 

Italian life insurance presents per- 
haps a rather decided and progressive 
preference for mixed forms rather than 
pure life insurance. All types of life 
insurance are written, and the forms of 
productive and technical organization 
present evident analogies with those of 
most European countries. In the 
course of the last two years, following 
the example of the National Institute, 
many Italian companies have under- 
taken the general revision of their 
_ schedules of rates and their conditions 
of insurance, along lines indicated by 
recent experience; so that today one 
may assert that the general conditions 
under which Italian companies write 
policies are among the simplest and 
most liberal, and the schedules worked 
out offer insurance in the most varied , 
forms and on the most favorable terms. 
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The situation at the end of 1930 may be ~ 
summed up in the following figures (in 
lire): 


New insurance written by Italian 
companies in Italy and abroad 
New insurance written in Italy 
by Italian and foreign com- 
PANIES. eee cece eee ee eee 
Total insurance of Italian com- 
panies in Italy and abroad on 
December $1, 1980......... 
Total insurance, in Italy, of Ital- 
ian and foreign companies on 
December $1, 1980......... 


4,770,000,000 
3,080,000,000 
21,280,000,000 


15,480,000,000 


The condition of Italian life insur- 
ance is essentially sound, as a result of 
the reserves required by the law which 
governs the formation and operation of 
these enterprises. The results achieved 
give reason for real satisfaction, and we 
may look forward to the future with full 
confidence. 


OTHER FORMS OF PRIVATE INSURANCE 


For insurance covering losses of 
various sorts we shall limit ourselves to 
the presentation of the following table, 
summing up for 1930 the amount of 
annual premiums received and the 
amount paid out in satisfaction of 
claims. The amount of premium in- 
come is inclusive, but does not count 











TABLE III 
Premium Income Percentage of 
B i Claims Paid Claims to 
ranch of Insurance for 1930 (in li f 
aoe in lire) Premium 
(in lire) Tn. 
come 
Aviation s reser sieves db oak aa 1,610,163 1,801,179 119.27 
Automobile. ..... oaee tes 9,469,590 6,158,546 64.98 
Live Stock... 0... . cece ecto ee noone 8,355,478 6,258,564 74.84 
Credits... eassa a nekaa eas tea v lene 1,856,384 1,957,571 105.45 
Thébai Tuisk rE dest Sines E 22,065,345 6,189,209 28.02 
Hail, Storms... .. seess ceeee eee eens 108,312,937 119,552,220 110.37 
UG ceed sepsis Biase sien Hahah odo Sige eaters 818,208,823 156,811,129 48.26 
Compensation.. ....sssesssesrernr ees 141,020,595 77,500,569 54.95 
SICKNESS e aaiae eek Raa ks nO ate 280,249 162,478 57.97 
Public Liability.. ... p oepaaeesas eee 63,533,623 45,370,855 71.41 
Transportation.. ....ssessssroresr ero 148,609,175 - 108,844,671 73.24 
Miscellaneous. ....... 000s eee eeerene 8,738,389 6,652,707 76.13 
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premiums in arrears that are more or 
less collectable. 

In view of the high risks involved, 
aviation Insurance was placed in the 
hands of an Italian Consortium of 
aviation insurance which has met the 
needs of the industry both in produc- 
tion and in actual flying. This was or- 
ganized in 1924 with the collaboration 
of a number of Italian companies, and 
quickly showed itself able to meet the 
new requirements for the ‘coverage of 
the risks of the first undertakings in the 


way of aérial transport and the risks ` 


inherent in such special flights as the 
Polar expeditions of the “Italia” and 
the “Norge” and other international 
and transoceanic flights. 

Not less important has been the 
initiative of an Italian Consortium for 
substandard risks in life insurance, 
formed in 1927 among the Italian life 
insurance companies (including the 
National Institute}, with the high 
moral aim of assuming, through the 
stabilization of excess premiums, the 
greater part of the risks which cannot 
be assumed under normal conditions 
and rates. 

In 1927 there was founded in Italy, 
by the united action of the principal 
insurance companies and some impor- 
tant banks, a credit insurance com- 
pany, which proposes to help chiefly 
the export trade, and secondarily other 
forms of internal credit. Particularly 
notable is the insurance of agricultural 
credits, which the Fascist régime is us- 
ing to further the development of Ital- 
jan agriculture. A group of companies 
has completed the field of insur- 
ance by raising the capital guaran- 
teeing a mutual livestock insurance 
company, started in 1925 with the 
object of providing the country with 
„an agency which could profitably 
“. develop the field of insurance in the 
interests of Italian owners of live 
stock, 


REINSURANCE 


Reinsurance, which was once the 
prerogative of few countries, is now 
conducted by the private insurance 
companies of Italy and has also been 
centralized in special organizations 
such as the Riassicuratrice, now fused 
with the Assicuratice Italians; the 
Consorziale founded in 1917 by action 
of the private companies and operating 
in all branches except transportation; 
and the Unione Italiana di Riassi- 
curazione founded in 1922 by the joint 
action of the National Institute of 
Insurance and at least eighty private 
concerns, of which sixty-seven were 
Italian and thirteen foreign. j 

The Unione Italiana di Riassi- 
curazione (Italian Reinsurance Union) 
is the greatest Italian institution in this 
field, and operates in all branches of 
insurance. Its efficiency and gradual 
development are well set forth by the 
following table summing up its pre- 
mium income from its beginning to 
the present day. 











TABLE IV 
Year Premium Income 
OOS. i ice disasdocdaa tale Rous 46,640,603 
0 eo er 76,138,526 
LODE E RE E EE 106,836,003 
AEE EE EE e5 whee 151,728,993 
LOOT EE EE T 182,517,376 
p22: ea a e 178,774,179 
LIZO e353 ak CRs FR ORGS 147,038,708 
98D ena Wits OOPS oa 159,364,288 








JI. SOCIAL Insurance 


Social insurance in Italy has reached 
a very high level of development and 
technically rests upon columns of solid 
granite. The social policy of the 
Fascist régime, the regulating and in- 
spiring document of which is the 
Charter of Labor, has paid particular 
attention to the codrdination and de-, 
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velopment of social insurance, and we 
are able to assert with pride that in this 
branch also, as in every other branch of 
social policy for the protection of labor, 
Italy must be listed in a position of 
honor in the group of nations whose 
social policy is most progressive. 

The compulsory insurance applying 
to all categories of Italian workers, 
covering disability, old age, accident, 
maternity, tuberculosis, and unemploy- 
ment, and the partly compulsory in- 
surance against sickness, aim not only 
to guarantee a benefit whenever the 
risk insured is verified, but also to 
adopt preventive measures of a sani- 
tary and hygienic character or of an 
economic and moral character designed 
to be useful to the social life of the 
country. 


DISABILITY AND OLD-AGE INSURANCE 


Disability and old-age insurance con- 
stitutes the most important and most 
highly developed branch of compulsory 
insurance for workers, since it includes 
persons of both sexes between the ages 
of fifteen and sixty-five who work for 
other parties. The insurance does not 
apply to employees whose average 
monthly wage is more than 800 lire. 
Moreover, those in certain specified 
categories are excluded, who are re- 
quired to be insured in special funds, 
such as sailors, state employees, rail- 
road employees, and others. 

Compulsory insurance for employees 
was superimposed upon optional in- 
surance subsidized by the state to 
guarantee a disability pension to work- 
ers (law of 1898). The law of 1919 was 
modified in 1923 to a considerable ex- 
tent, and one may therefore correctly 
maintain that its development has oc- 
curred under the Fascist régime. 

Insurance in question is founded 
technically upon the system of a general 
average premium (collective capitaliza- 
tion). The burden of the initial gener- 
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ation is distributed for an unlimited 
number of years over all the genera- 
tions which enter the insurance plan at 
the age of fifteen. Practically, how- 
ever, this burden is valued at 1,474 
millions of lire payable in a limited 
period of time. 

This system, while it has the dis- 
advantage of requiring from the young 
a contribution greater than the benefits 
to which they have a right, has on the 
other hand the incontestable social 
advantage of permitting workers who 
were no longer young when the plan 
was introduced, to obtain as pension a 
sufficient sum without being required to 
pay a contribution which would be en- 
tirely disproportionate to their power, 
and without the necessity for the state 
to assume this burden. 


Contributions and benefits— 


The contributions of the insured are 
fixed in relation to their fortnightly 
wage. For those whose daily wage is 
not more than two lire, the contribu- 
tion. is two lire a month, gradually in- 
creasing to a contribution of twelve lire 
a month for those whose wage is more 
than ten lire a day. The contributions 
are paid half by the employer and half 
by the employee, and are collected by 
means of special stamps pasted in 
individual books. 

The benefits consist of a disability 
pension at whatever age the permanent 
incapacity for work occurs, provided at 
least 120 fortnightly contributions have 
been paid. Those workers are con- 
sidered disabled whose earning capacity 
is reduced to less than a third of the 
habitual, normal earnings of persons in 
the same trade in the same locality. 
In any case the insured has a right to 
the pension when he reaches the age of 
65, provided at least 240 fortnightly 
contributions have been paid. When 
the insured dies before having benefited 
by the pension, a payment of 300 lire, 
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which may be called a death payment, 
is made to the widow and to the chil- 
dren under 15 years. 

The pension is made up of two parts, 
one corresponding to the contributions 
paid in by the insured and the em- 
ployer; the other corresponding to the 
contribution of the state. The part 
corresponding to the contributions of 
the insured and the employer is made 
up on a quota equal to five times the 
average annual compulsory contribu- 
tion paid in during the insurance period, 
and a supplemental quota equal to 
three tenths of all the compulsory con- 
tributions paid in. It is optional with 
the insured to complete by voluntary 
payments the minimum amount of the 


dependent upon the insured. The 
principle of helping the heads of families 
and thus furthering the population 
policy actively supported by the Fascist 
régime is thus applied in insurance. 

Disability and old-age insurance is in 
the hands of the National Fund for 
Social Insurance, to which body is also 
confided the management of pension 
funds for special occupational groups 
such as sailors, street railway workers, 
telephone workers, and so forth. 

As regards all of the insurance under 
its control, the National Fund has paid 


, out 260,818 pensions amounting to a 


total of 159,568,885 lire from 1921 to 
the end of 1930. For the details, see 
Table V. 












































TABLE V 
Old Age Disability To Families Total 
Year 
No. Lire No. Lire No. Lire No. Lire 

1921... 4,280 826,241 2,208 728,057 | 1,185 451,790 7,673 2,006,088 
1922... 5,213 1,197,114 5,798 2,584,119 907 468,761 11,918 4,249,994 
1923... 5,294 1,223,918 7,897 4,099,322 836 518,333 14,027 5,841,574 
1924... 7,517 5,817,450 8,946 4,442,230 979 603,694 17,442 10,863,874 
1925... 16,188 7,476,149 7,849 3,525,587 879 592,934 24,866 11,594,670 
1926... 21,600 | 10,288,593 8,241 4,137,053 | 1,378 | 1,021,360 31,219 15,397,006 
1927... 20,513 | 10,533,492 8,601 4,457,588 966 744,411 30,080 15,735,441 
1928... 23,680 | 12,620,606 | 10,402 6,131,930 862 744,437 34,944 19,496,973 
1929...) 25,682 | 20,548,641 | 15,118 | 14,338,361 | 1,081 | 1,012,171 41,881 85,899,172 
1980...) 28,538 | 21,320,925 | 17,804 | 16,275,533 926 888,135 46,768 88,484,593 

158,455 | 91,803,129 | 92,364 | 60,719,730 | 9,999 | 7,046,026 | 260,818 | 159,568,885 














pension provided by the law. The op- 
tional pension thus made up is much 
favored by Italian insurance bodies, 
because it is an index of the develop- 
ment of insurance consciousness and at 
the same time permits a decided in- 
crease in the benefits provided by law— 
benefits which are necessarily low be- 
cause they are perforce based upon a 
low contribution in order not to be too 
heavy a burden upon industry. The 
pension is augmented by one tenth for 
each child under eighteen years of age 


The average value of the annual pen- 
sions, including the contribution of 100 
lire by the state, amounts to the follow- 
ing with relation to the period of 
contribution (see Table VI). 

As additional economic assistance, 
which is the principal function of com- 
pulsory disability and old-age insur- 
ance, the National Fund for Social 
Insurance adds a noteworthy activity 
along relief and sanitary lines. It thus 
accomplishes its secondary but ex- 
tremely important task, explicitly con- 
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TABLE VI—ANNUAL PENSION IN LRE 
(Including the State’s' Contribution) 














i a For Insured with- | For Insured with | For Insured with 
Number of Years Contribution out Dependent Two Children |. Four Children 
Children Under 18 Under 18 
G EAA EE A Gent bankas eases 1,036 1,228 1,410, 
10.. 1,252 1,482 1,712 
EE E EE E S EE 1,467 1,760 2,053 
BU aah se E seinen veatices lenis 1,684 2,000 9,316 
QB reaa day iia eee els gales Nis EGER 1,900 2,280 2,660 
SO odin hale Reels RA AEE 2,116 2,519 2,922 
BB ee E EE A Se ke Re cared 2,832 2,798 8,264 
Me Rah case Daas cuca caneas 2,548 3,037 3,526 
De an a iE AEREE A toe 2,763 3,315 3,867 
aE EE AT E 2,980 3,546 4,112 





fided to it by law, of the prevention and 
the cure of disability. With this ob- 
ject in view, the Fund has organized 
and directs several convalescent homes. 
An idea of the extent of these activities 
is furnished by the oldest of these 





and so forth, not to speak of the strug- 
gle against trachoma which aims to 
destroy the last foci of this infection by 
raising the hygienic standards of small 
southern and insular centers. From 
1920 to 1930, more than three and a 























TABLE VI 4 
Contributions Collected | Pensions Paid in Com- 
y. for Disability and Old pulsory and Optional 
SF Age In Insuran: 
ge Insurance nsurance 

_ (Lire) (Lire) 
VQ OO ns aa Stare Suan dacerdte eet aTa EAR 267,424,244 4,557,362 .93 
TRB E eorr dene NG HOTS Ghent ESE 260,541,571 6,205,651 .74 
1924.. 287,414,957 9,870,668. 27 
1925. 336,718,139 16,352,660 . 44 
1926.. 878,155,882 281445, 915 44 
1927.. 395,552,600 40,485,025.41 
O28 deh E E TEE E 403,901,134 54,491,074 .97 
DOO EPOE EE EA E 423,662,497 _ 108,770,870 .27 
19S0 sce ccates earecnd nich at ne whe haw ew eee 427,073,358 134,304,887 .75 











a The decrease in contributions is attributable to the exclusion of tenant farmers on shares in the 


category of insured agricultural laborers. 


convalescent homes, established in a 
delightful situation in the neighborhood 
of Lake Como, which from 1925 to July 
1931 cared for 10,808 insured for a total 
of 208,775 days. Special provisions 
are made for ‘thermal and hydro- 
thermal cures, for baths rich in iodine 
salts, sea water baths, inhalation cures, 


half thousand million lire were collected 
for this branch of insurance. The total 
number of insured today is about six 
million. I present herewith some sta- 
tistics on this very important Fund. 
With regard to the investments made 
by the National Fund for Social In- 
surance from 1920 to the end of Sep- 


e 
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tember 1931, the following table indi- 
cates the fundamental types, at the 
same time calling attention to their im- 
portance in providing the insured with 
full guarantees, and the wisdom with 
which the management of disability 
and old-age insurance has invested the 
enormous reserves which accumulate 
under this system of a general average 
premium. 


nection with the tuberculosis problem, 
the promotion of a special compulsory 
insurance. This may be understood 
as a type of sickness insurance for a 
particular disease, or as a type of dis- 
ability insurance aiming at the preven- 
tion and the cure of a leading cause of 


. disability. With the law of October 


27, 1927, tuberculosis insurance was 
introduced side by side with disability 


TABLE VIII 














For land and agricultural improvements........ 
For railroad construction. ........0...0.02 000 
For housing development..............00 00065 
Loans to communes and provinces.........00 0 cece eee eens 
For hydroelectric and electric insulation... .........0.0. 00 cee cere eee 
To finance shipping.........-.00c cece cece eee 


To finance aérial transport.. 
For various public works. . 


For shares in the capital of bodies carrying “out public utilities. aghast wut 
For bonds of various institutes of a public utility nature................. 








Lire 





1,334,600,000 
1,119,000,000 
528,000,000 
1,117,700,000 
122,000,000 
100,000,000 
19,300,000 
451,400,000 
51,000,000 
140,700,000 








4,963,800,000 





The result of these financial arrange- 
ments is a socially useful redistribution 
of capital. To give to land improve- 
ments necessary financial support 
means not only the promotion of agri- 
cultural production, but also improve- 
ment in the possibilities of work and of 
colonization, the reduction of malaria 
through its prime cause, and the 
furtherance of the desired return of 
man power in agriculture. The finan- 
cing of housing projects for the masses 
means the increase of the hygienic, 
moral, and economic effects of health- 
ful housing conditions, as well as a 
powerful contribution to the struggle 
against social diseases. 


TUBERCULOSIS INSURANCE 


Fascism has paid particular attention 
to the struggle against tuberculosis. 
The medical congress held in Turin in 
1926 took up for the first time, in con- 


insurance, looking to the development 
of the same classes of insured as in the 
compulsory disability and old-age in- 
surance. The plan includes agricul- 
tural laborers, so there are about eight 
and a half million msured. Since the 
insurance benefits extend also to mem- 
bers of the family, we may say that 
this form of insurance protects more 
than twenty million persons. 

When the plan has reached full ef- 
ficiency, ‘the number of cases to be 
cared for will total about 82,000 a year. 
When the law became effective, this 
branch of insurance faced the problem 
of constructing hospitals and sanatoria 
with 18,000 beds, involving a total ex- 
pense of 500,000,000 lire. At present 
the Fund has provided about 3,000 
beds, and 8,000 more are being pro- 
vided. From January 1929 to the end 
of September 1931, 89,502 insured have 
drawn tuberculosis benefits, for a total 


° 
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of more than 14,000,000 days’ care. 
The benefits have placed upon the Na- 
tional Fund a total burden of about 
26,000,000 lire in 1929, 95,000,000 in 
1980, and 88,000,000 for the first nine 
months of 1931. 


SICKNESS INSURANCE 


Although sickness insurance is 
planned as part of the politico-social 
program of the Government, it is not 
yet compulsory for all classes of work- 
men. Itis at present limited to certain 
trade-union groups and is carried on by 
mutual funds. According to statisti- 
cal data, limited to 1928, for certain of 
these funds, the relation between con- 
tributions and benefits was as shown 
in Table IX. 

Among the principal sickness funds 
operative today, we should mention 
those for commercial employees and 
for transportation workers. 

In 1929 the National Confederation 
of Fascist Trade Unions of Commer- 
cial Workers, jointly with the National 
Confederation of Business Men, organ- 
ized a sickness fund for its own mem- 
bers. In 1980 there were about 300,000 
members representing 64,000 concerns. 
Their annual wages amounted to more 
than 1,000,000,000 lire; the number of 
claims totaled 42,674; and the benefits 
paid exceeded 13,000,000 lire for a total 
of about 722,000 days of illness. The 
benefits include a temporary indemnity 
for periods not longer than 180 days 
beginning with the third day of sick- 
ness, and medical and pharmaceutical 
assistance. 

On September 1, 1931, district sick- 
ness funds began to function among the 
trade unions of land transportation, 
under the National Department of As- 
sistance for transportation employees. 
Membership in the Fund is compulsory 
for all workers in land transportation 
by virtue of clauses contained in their 
contracts. Members who fall ill after 


TABLE IX 








Disbursements (Lire) 


Average 
per 
Insured 





Total Benefits 


Benefits 


and other 
Expenses 


In Kind 


950 
234 
325 
943 


aN a A 


060. 
09 

294 
206 
360 


ope eek DR 


29 
27, 
3i 
30. 


641 
052 
087 
338 


m an n a D 


an On On 


10 
12 
12 
15 
14 








Cash 


076 
572 
593 
498 
784 


C 


Tn a A LA 


12. 
16 
8 
10 
9. 





Average 


per 
Insured 








Income (Lire) 


Contributions 
and other 


Income 


918 
487 
769 


a on am 


160 
179. 
2,458. 

417,295 
5 


31 
39 
3 

36, 
32, 


oi ees 





Contributions 


Employers 


Insured 


368 
570 
914 
984 


ak ee er A 


863 


non, n Ta Sah 


18. 
17, 
19 
17. 


DOA n nA 


075 
986 
065 
545 
946, 


m n n a n 


10 
12 
13 
14 
12 














Number of 


Year 


Insured 
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59,400.9 
55,262 .6 


52,307 .7 


57,018.7 


67,662.0 
45,378.9 








74,544.9 
67,776.60 


68,972.5 
89,761.0 





47,882.1 
57,756.89 








27,609.2 
44,487.2 





21,720.5 
30,590.9 











12,483 .4 
17,086.7 





BR: 


8,093.0 








having paid in contributions for at least È oor w 
12 weeks have a right to a benefit equal a g| 882 & 
to 60 per cent of their wages for a BIT] d 8 
maximum period of 90 days. & 
Eee DOR WAT 
COMPENSATION INSURANCE A 3 SS3 285 
Insurance against industrial accident p I g 
is regulated by one of the oldest Italian 8 See Geis 
compulsory insurance laws, the law of g g 238 Sg 
1898, as modified by later amendments. n| "| gs gy 
At present a new and extensive reform Z 
is being planned, which will constitute Š n Ron ë wo 
a new and tangible proof of the Fascist = S| $88 38 
Government’s interest in the working Z Bsr RR 
classes. This reform is already being Š 
discussed in the Ministry of Corpora- #2] ~ pe 
‘tions, and this spring it will be turned | 8] 8&8 S38 
` over to the examination of the greatest : eae 
disciplinary body of Italian labor, the 4% Jeee dos 
National Council of Corporations. 5 3| gas sys 
Compensation insurance in Italy is g| "| See gys 
in charge of a National Compensation a 
Fund, a quasi-state body rather than a È now w 
trade-union one, consisting of insur- £| 8| 888 & 
ance bodies united in a consortium E F3 gg 
under the supervision of the Minister z 
of Corporations. By the law. of 1926 Dl al age Gees 
the private insurance funds were #8] S83 48S 
liquidated and the business was limited 3 aA 
to the above mentioned bodies. Ac- è œ EA 
cording to the information collectedon E| g] s5 g 
the occasion of that transformation, the om 3 os S 
distribution of income, disbursements, g 
and assets of the Institute was as PES Ian on 
shown in Table X. ` A a| 883 8 
Insurance against accidents in agri- ai") g8 * 
culture was introduced by the law of of ap ee 
1917, and includes all accidents result- k Kis LE 
ing from violent causes and suffered in A mit E E : 
the course of employment. This É Bed gat: 
branch of insurance is also subject to 2 Bil: Big: 
the above mentioned reform of com- © cee ee © 
pensation insurance. At present itis § ota Bog 
conducted by mutual funds of agricul- $ Brit gies 
tural and forestation workers, as well as T oe ig mE 
by the National Compensation In- p EEP- PE Š 
surance Fund and by the trade unions. g ERE E ‘a8 
Its development from 1919 to1928isas 3 Ss. Bogs 
follows (see Table XI). BS ie 
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1 The insurance began to function May 1, 1919. 
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UNEMPLOYMENT INSURANCE 


Aid to the unemployed in various 
ways had an early development in 
Italy during the European conflagra- 
tion. But we may correctly assert that 
the first organic systematization of this 
branch came with the law of Decem- 
ber 1923, when unemployment insur- 
ance was handed over to the exclusive 
charge of the National Fund for Social 
Insurance. Insurance against involun- 
tary unemployment is compulsory for 
all employees between the ages of 15 
and 65, with the exception of farm 
laborers, employees and the like who 
receive more than 800 lire a month, 
domestic and family workers, artists, 
theater and motion picture workers, 
and state employees. The following 
figures give an indication of the de- 
velopment of this branch of insurance 
(see Table XII): 


butions are shared equally by employ- 
ers and employees. : 

From 1921 to the end of July 1931, 
unemployment benefits were paid 
amounting to 616,000,000 lire. In ad- 
dition to the strictly social-insurance 
function however, there is a financial 
function of noteworthy importance 
which supplements the much greater 
activity in this regard of the disability 
and old-age insurance. Indeed, the 
funds of unemployment insurance, 
which can be placed in long-term in- 
vestments, are being invested in public 
utility projects which give considerable 
employment to the unemployed, sup- 
plementing the effect of the reserve 
funds of disability and old-age in- 
surance—investments which we have 
discussed in detail. 

The result of this harmonious combi- 
nation of foresight and insurance for 
the benefit of the unemployed worker is 

















TABLE XII 
Number of i , e ; 
Claims Received | Days of Benefit | Total Benefits Paid Contributions Paid 
Year Throughout the Paid Throughout | Throughout the [in to Unemployment 
Kingdom the Kingdom Kingdom Insurance 
II ieee Reads 387,290 18,957,000 67,357,163 92,910,579 
T9286... ccc eee 237,137 11,832,844 42,057,880 _ 99,479,332 
198 i chee awa hes 135,805 6,745,781 24,109,791 104,847,433 
W926 viccivces ce ces 84,859 4,090,217 14,086,879 114,411,087 
O26 AOSE EE 154,919 6,400,001 22,365,117 123,606,204 
LOOT secede es 410,972 19,970,986 69,792,642 126,602,805 
1998). ead oe bate 351,589 18,970,599 65,344,717 128,350,958 
O20 ie sn tak eae 335,023 17,230,585 59,086,408 133,460,203 
1980 ii. canoe ad 589,328 29,590,445 101,873,685 133,909, 541 








Unemployment insurance has as its 
main function the subsidizing of work- 
ers who find themselves involuntarily 
out of work. The subsidy, for obvious 
reasons of a social nature, is not large: 
it varies from 1.25 lire to 3.75 lire, ac- 
cording to the classes of contributions. 
The fortnightly contributions range 
from 0.70 lire to 2.10 lire according to 
the daily wage received. The contri- 





a vast network of protection which 
enables Italy to face today’s economic 
crisis with serenity. 


‘MATERNITY INSURANCE 


The protection of maternity among 
working women began with the exclu- 
sion of women from work in unhealthful 
industries, prohibition of night work, 
limitation of hours, and compulsory 
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TABLE XII—MATERNITY INSURANCE 
| Contributions Collected Benefits Allowed 
Year 

Number Amount Number Amount 
MOBS o ee be ae ees 822,385 5,755,094 37,187 3,718,700 
1926.. 887,991 6,215,987 39,526 8,952,800 
TOIT e Ge E ee 873,754 6,116,278 40,343 4,034,300 
1928. 902,932 6,320,524 39,779 8,977,900 
PE E PEE 955,618 6,689,291 41,273 4,127,800 
LO8O Ms ech Oates neoan 962,929 6,740,503 44,030 4,753,000 








rest periods during pregnancy and 
confinement. In 1910, the National 
Maternity Fund, another autonomous 
branch of the National Social Insurance 
Fund, was established. 

The Maternity Fund has as its object 
the rendering of financial assistance in 
cases of childbirth to employees of in- 
dustrial and commercial firms, exclud- 
ing those women whose monthly wage 
is more than 800 lire. At present the 
maternity benefit amounts to 400 lire, 
of which 150 lire is paid by the National 
Maternity Fund and the rest by the 
unemployment Fund. On their side, 
the insured are required to pay an an- 
nual contribution from their fifteenth 
to their fiftieth year. The contribu- 
tion amounts to 7 lire, 3 lire being 
paid by the insured and 4 by the 
employer. 

The benefits paid for childbirth and 
miscarriages have risen from 5,701 
cases in 1912, when the insurance went 
into force, to 44,030 cases in 1980, while 
the number of insured women has risen 
from 426,000 in 1912 to 963,000 in 1931, 
and the total payments made reached 


in 1930 the remarkable figure of about 
twenty million lire. In addition to 
these subsidies, the National Maternity 
Fund has organized numerous consult- 
ing centers for maternity and infancy 
cases in the larger industrial centers. 
This form of public health work has been 
operating only since 1927, but it has 
had a profound effect upon the working 
classes, and we may reasonably assert 
that working mothers are turning to it 
for medical advice and assistance for 
themselves and their babies with grow- 
ing confidence and interest. (See 
Table XIII.) 
x k & 

In view of the present exposition, we 
believe it is obvious that social insur- 
ance has been developed with rational 
aims and principles by the Fascist 
régime, and constitutes in itself one of 
the greatest politico-social forms. It 
tends to improve the race; it is a mani- 
festation of the principle of social 
solidarity; and it is a factor making for 
peace between the two great social 
forces in perennial conflict—the em- 
ployer and the employee. 


Professor Guido Toja teaches financial mathematics in the Institute of 
Economics and Commercial Sciences of Florence, Italy, and is president 
of the Union of Accident Insurance Agencies, Rome, as well as of the National 


Sick Benefit Society for Commercial Employees. 


He was appointed to study 


and systematize the national insurance industry under the Fascist Government. 

Professor Toja is a corresponding member of actuarial societies of several 
countries, and is corresponding secretary for Italy of the Permanent Commit- 
tee of the International Congress of Actuaries. He is considered one of the 
most competent authorities on Italian insurance, to which he devotes the 
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InvustriaL CONFERENCE 
Unemployment Benefits and In- 


NATIONAL 
Boarp. 


surance. Pp. 127. New York, 1931. 
$2.00. 

NATIONAL INDUSTRIAL CONFERENCE 
Board. The Support of the Aged. 


Pamphlet, pp. 65. New York, 1931. 
$1.00. 
Spates, T. G., and Rasinovircs, G. S. 
, Unemployment Insurance in Switzerland. 
Pp. xii, 276. New York: Industrial 
Relations Counselors, Inc., 1931. 


Hoar, Roger. Srerman. Unemployment 
Insurance in Wisconsin. Pp. 101. 
South Milwaukee, Wis.: Stuart Press, 

. 1932. $2.16. 


In these two calm and considered books 
of the National Industrial Conference 
Board, business looks at two modern ques- 
tions of widest current interest. The point 
of view, generally scientific and reénforced 
by inductive reasoning, is naturally that of 
private business, eye alert for new encroach- 
ments of government. Neither title indi- 
cates the essential attitude, but it amounts 
to this: Is there a problem? If there is, 
what are the pros and cons of state versus 
private means of treating it? 

Since 1921 we have traveled a long way 
in this country, and no group has jour- 
neyed faster than our business men. A 
significant indication is that the gravity of 
unemployment is taken for granted; dis- 
cussion plunges at once into consideration 
of ways and means. Broadly, the issue is: 
Europe versus America, public insurance 
against private benefit plans, the state 
against individual initiative. It is surely 
not hard to make a damaging case 
against the English system, for example, 


when even its warmest friends confess its - 


diversion from its original purpose. It is 
true that a sound scheme should connect as 
directly as possible, employment stabiliza- 
tion with unemployment benefits; and in 
this, European insurance has failed la- 
mentably. It is probably true also that 
unemployment is not an insurablerisk. But 
all this does not mean, in the opinion of the 
reviewer, that plans to provide for unem- 
ployment benefit must therefore be entirely 
private. Without saying so, discussion in 
Unemployment Benefits and Insurance infers 
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that public plans are by their nature at- 
tempts at “insurance” or contractual bene- 
fits; but when benefit schemes are operated 
by industry they are automatically non- 
contractual, and hence safe. By this rea- 
soning, since the risk covered is incalcula- 
ble, “insurance” or a public plan of benefits 
is doomed to failure. Private schemes, 
which guarantee nothing, cannot fail. 

Historically this distinction is sound 
enough, but it fails to take into considera- 
tion the possibility of a middle-ground, 
public-private plan provided by the Groves 
Law of Wisconsin. Granted that the state 
or a private carrier cannot and should not 
promise unemployment benefits, does it 
follow that the state should not supervise 
standardized benefits? Wisconsin says no, 
and after July 1, 1933, each employer will 
set up with the State his individual reserve 
fund for unemployment benefits. No 
employees other than his own will share in 
benefits from his fund; he cannot be asked 
to contribute to it over 2 per cent of wages, 
and if his experience is good it will be less. 
The Conference Board would have us wait 
for private voluntary experience to pile up 
before we act; but the fact is that all the 
private experience in the world, piled up 
from a non-uniform, unregulated variety of 
private plans, would help practically not at 
all. Under the Groves Law, if 175,000 
workers are voluntarily protected by 1933, 
the compulsory feature becomes inopera- 
tive; so that it is quite possible that the 
dearest wish of business and the social 
goals of uniformity and safety may be 
accomplished in one system. 

The Support of the Aged is concerned 
principally with proof that ‘‘while there is 
much old age, there is comparatively little 
old-age dependency.” On this point, need- 
less to say, there is far from universal 
agreement, and authorities equally as 
weighty could have been cited on the other 
side of the question, It is objected also 
that in so far as we have a problem, old-age 
provision in this country is not truly one of 
pensions, but a variation of outdoor relief, 
too low in scale to provide more than bare 
subsistence. But this obstacle is not in- 
superable. As the report itself suggests, 
one way of liberalizing pensions is to make 
them contributory. Another is through 
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taxes; and at least one state provides a 
precedent for detaching pension adminis- 
tration from its unwise connection with 
outdoor relief. 

Very appropriately, Industrial Relations 
Counselors have selected Switzerland as the 
subject of the ‘third of their series of vol- 
umes on national unemployment compen- 
sation systems. Switzerland, too, has a 
written constitution which makes centrali- 
zation of power difficult, a federation of 
states, and a population of widely different 
interests. Likewise, in Switzerland they 
take their local autonomy seriously. Yet, 
by a system of awarding federal subsidies 
to private funds—union, joint, and public, 
some voluntary and some compulsory—a 
comparative degree of uniformity and 
comprehensiveness has in a short time been 
secured. The central Government sets up 
only general rules to determine eligibility 
for federal aid; the basic systems of unem- 
ployment benefit are without exception local. 

Our country, if it does anything for 
unemployment besides talk about it, is 
much more likely to follow Switzerland than 
Great Britain in principle. Switzerland 
suggests a modus vivendi with our Consti- 
tutional stepmother; and her insistence on 
the industry as the fund unit and on bene- 
fits and contributions graded by wages like- 
wise appeals to American precedents. 
Especially at this time, it is an appropriate 
book. 

The book by Hoar is the first handbook 
to appear describing the Wisconsin Groves 
Law for Unemployment Reserves. It con- 
tains material on. the history of unemploy- 
ment legislation in that State, a list of 
criticisms of out-and-out unemployment 
insurance (which Hoar cordially dislikes), 
and other cognate matter. But its best 
feature is the reproduction of the complete 
text of the Law, cross-indexed and analyzed 
in detail. 

C. A. Kune 

University of Pennsylvania 


INTERNATIONAL Lasour Orrice. Unem- 
ployment and Public Works. Series C, 
No. 15, Studies and Reports. Pp. 183. 
London: P. S. King & Son, Ltd.; Boston: 
World Peace Foundation, 1931. $1.00. 


This is the first complete world survey of 
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advance planning of public works. Off- 
cials from the leading countries state the 
measures already adopted and the adminis- 
trative and financial problems involved. 
The work is an outgrowth of a resolution 
adopted in the 1926 session of the Interna- 
tional Labour Conference. 

The description of plans and opinions in 
thé United States and in England is especi- 
ally complete. The views of leading econ- 
omists, both for and against, are cited in 
such a way as to give an excellent bibliog- 
raphy. 

In addition to being a valuable work of 
reference, the editorial portions are excel- 
lent. The conclusions, although cautious, 
as must be the care for an organization 
representing so many shades of opinion, are 
on the whole favorable to the project of so 
planning public works that they may be 
expanded in bad times and contracted in 
good times, and may thus reduce unemploy- 
ment and stabilize industry. The adminis- 
trative and financial difficulties are carefully 
analyzed, as are suggestions for overcoming 
existing obstacles. 

Orro T, Maruery 

Philadelphia 


Loucks, Wintaam N. The Stabilization of 
Employment in Philadelphia through the 
Long-Range Planning of Municipal Im- 
provement Projects. Research Studies 
XV—Industrial Research Department, 
Wharton School of Finance and Com- 
merce, University of Pennsylvania. Pp, 
xix. 341. Philadelphia: University of 
Pennsylvania Press, 1931. $3.50. 

To one interested in the quantitative 
aspects of public works as an employment 
stabilizer, this case study of Philadelphia is, 
a veritable gold mine of information. This 
volume is replete with tables and charts 
which demonstrate that local labor gets 35 
cents, material dealers 50 cents, and con- 
tractors 15 cents of the construction dollar; 
that $1,000,000 of construction in this city 
would give local labor $462,000 of purchas- 
ing power during the year; assuming five 
turnovers (W. C. Mitchell) of the construc- 
tion dollar, 10 to 15 (?) per cent of the un- 
employed might have been fully employed; 
that the city would have enjoyed lower 
financing and construction costs if the con- 
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tracts had been concentrated in the lean 
years; that a.city acting alone needs to pre- 
vent laborers from other cities from gaining 
the advantage intended for local citizens. 

Professor Loucks estimated that one half 
of the public construction could have been 
shifted to other years, the actual volume 
having increased rapidly from 1919 to 
1925-26 and then declined sharply. He 
has given considerable attention to the 
complex procedure of authorizing financing, 
letting the contract, and so forth—facts of 
great importance because municipal con- 
struction is greater than all other (state and 
Federal) public works. The last chapter 
outlines a long-range plan for Philadelphia. 
These difficulties add considerable weight 
to the argument that a perfectly timed 
public-works program could not be put into 
operation soon enough to prevent the first 
winter of unemployment; I believe it could 
prevent the second (and third) winter of 
suffering. 

An excellent answer is given some critics 
of this plan who approach the problem 
from the viewpoint of price and credit. I 
think Professor Loucks has ably answered 
these critics who still take their futile 
banking and monetary and price reforms 
seriously. A criticism, perhaps unfair, is 
that the reader may forget that state and 
Federal construction in the Philadelphia 
area also employs labor. 

Frank G. Dickinson 

University of Illinois 


Broccu, Lours. Labor Agreements in Coal 
Mines. Pp. 513. New York: The Rus- 
sell Sage Foundation, 1931. $2.00. 


Through more than thirty years of joint 
negotiation, a code of industrial law has 
been developing in the mining industry of 
Ilinois. The territory is highly unionized, 
99 per cent of the miners belonging to the 
United Mine Workers of America. The 
operators in the field have long since given 
up the attempt to crush the growth. In- 
stead, they have developed, in coöperation 
with organized labor, an elaborate system 
for the handling of disputes. With the 
passing of time, a series of precedents has 
been built up with respect to hiring and 
reinstating, discharge, mine management, 
wage disputes, and the enforcement and 
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interpretation of other matters in the labor 
agreements. The machinery of collective 
bargaining has become as much a part of 
the mining fields of Ilinois as the cottages 
in which the miners live. The labor agree- 
ment has acquired the status of an institu- 
tion. ; 

Louis Bloch has made a most valuable 
contribution to labor materials in bringing 
together, sorting, and classifying the pre-` 
vailing system of labor negotiation in the 
Illinois mine fields. The book is thorough 
and well documented. While confined to 
coal, Mr. Bloch hopes that his case book 
will be of value to managers of industry and 
labor leaders in other fields because the 
disputes recorded in other industries are 
“fundamentally similar” (p. 38). 

On this point one might register a dissent. 
When collective bargaining came into force, 
coal mining was a skilled craft. Of late, 
mechanization has been changing the type 
of miner, as well as his job. In a sense, 
mining has been moving in the direction of 
factory practices—indeed, some mines are 
familiarly known as “coal factories.” 
The institution of collective bargaining and 
joint negotiation is a heritage from an 
earlier day when craft skill was a more 
important factor. While one hopes, with 
Mr. Bloch, that the “spiritual values” 
involved in sharing the rights of manage- 
ment may be continued and spread to other 
occupations, the unfortunate trend appears 
to be away from unionism, especially in 
machine industry. 

Even in Illinois, the situation in the 
mine fields is scarcely as idyllic as it is here 
pictured. Frank Farrington, the president 
of the Illinois district of the United Mine 
Workers, was twice caught accepting money 
from operators while in the employ of the 
Union. The Farrington ‘“‘machme” has 
for a decade been made up of officials, 
some of whom have been quite as involved 
in political chicanery (and often outright 
thievery) as in labor statesmanship of the 
type described. Indeed, the level of ability 
and integrity in Illinois has been but little 
higher than in the International office of the 
United Mine Workers. When, a year ago, 
after intermittent periods of warfare, a deal 
was patched up between John L. Lewis, the 
International president, and the Illinois 


i e 
256 
officials, many locals in disgust refused for 
a time to pay dues to either party. It 
would be correct to say that democracy in 
the Union has, for the present at least, al- 
most ceased to function. 

When, however, one views the unhappy 
situation in the nonunion fields, corruption 
in the Miners’ Union appears in a less un- 
favorable light. Under present conditions 
in the coal industry, possibly Mlinois is, as 
Mr. Bloch pictures it, an oasis. 

Cotston Estey WARNE 

Amherst College 


The Course and Phases of the World Eco- 
nomic Depression. Report presented to 
the Assembly of the League of Nations. 
Official No. A. 22. 1981 TI A—Series of 
League of Nations Publications. II. 
Economie ed. Financial 1931. II A. 21. 
Pp. 337. .Geneva: Secretariat of the 
League of Nations, 1931. $3.00. 

This report aims to survey the course and 
the phases of the present world-wide de- 
pression and to answer some questions as 
to the causes thereof. The text of the 
report covers 313 pages, followed by 12 
statistical tables in an Appendix. Tables, 
charts, and graphs, chiefly on a yearly 
basis, furnishing comparisons between 
various postwar years, abound throughout 
the text." The report emphasizes the im- 
portance of structural changes in our post- 
war economic system and the incomplete 
adjustment or lack of necessary adaptation of 
the various economic elements to these 
changes by 1928. These gave rise to a 
series of so-called maladjustments which 
intensified the current world depression. 

The Commission sees a close connection 
between business cycles and the capital 
market; i.e., savings and investment on the 
one hand, and production of producers’ 
and consumers’ goods on the other. To 
-the processes and the relationships between 
these fundamental factors are imputed the 
primary causes of business cycles and the 
current depression. After a broad survey 
of data representing basic factors indica- 


tive of the trend of economic conditions, . 


the report concludes: “The essential char- 
acteristic of the present economic depres- 
sion is that a business cycle recession 
occurred at a moment when structural 
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changes and maladjustment had made the 
economic situation very unstable.” Fur- 
ther, it concludes that the inflexibility of 
our economic system in relation to the 
world-wide depression is strongly manifest. 
: W. C. SCHLUTER 
University of Pennsylvania 


Dennison, Henry S. Organization Engi- 
neering. Pp. viii, 204. New York: Me- 
Graw-Hill Book Company, 1931. $2.00. 
Rarely does one have opportunity to 

watch the play of the administrative mind. 


- Highly sensitive, selective, synthetic, it 


hovers above its problem, visualizing, re- 
lating, clarifying, until the crux becomes 
defined. Again and again, Mr. Dennison 
applies this technique to the involved re- 
lationship of organization with which he is 
here primarily concerned. , 

Challenging in his opening chapter ‘‘the 
starched and ironed cosmos” of those who 
would oversimplify organization procedure, 
he turns energetically to an exposure of the 
diversities which lurk in the working group. 
His following sections on friction, team 
work, leadership, and motivation are es- 
pecially revealing, not of set organization 
philosophy, but of discerning administra- 
tive attack. His subsequent chapters on 
impulsion, direction, and organization 
structure give hint, by their sequence, of 
the relative importance which these factors 
hold in his eyes. 

Throughout the book one senses the im- 
pelling quality of the executive viewpoint. 
Organization, he tells us, must so influence 
its varied and varying membership that 
“each one will know what he is to do, will 
want to do it, and will do it.” 

Equally pleasing is his straightforward- 
ness where his conclusions break with 
traditional ideas. Although organization 
usually is viewed as an initiating activity, 
he argues that “in logic, and usually in 
fact, problems of organization follow after 
problems of operation.” To the adage 
that one may not serve two masters, he 
responds: “However cordially accepted, a 
single authority will almost always result 
in a man becoming irritated or throttled 
down.” Again he holds that, “contrary 
to an almost universal feeling, occasional 
‘gomg over the heads of superiors’ is a 
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necessity fundamental to good manage- 
ment.” 

In the preparation of this concisely writ- 
ten volume, Mr. Dennison has satisfied 
that keen critic of American literature who 
said that writers should spend more time 
so that their readers may spend less. The 
havoc that he plays in the formal gardens 
of the theorists serves constructively to 
attach new significance and dignity to his 
subject. The book will live. 

Erwin H. Scurry 

Massachusetts Institute of Technology 


Bossarp, James H. S., and Dewxurst, 
J. Freperic. University Education for 
Business. Pp. xii, 578. Philadelphia: 
University of Pennsylvania Press, 1931. 
$5.00. ; 


This interesting and informative study of 
university education for business by James 
H. S. Bossard, Professor of Sociology, and 
J. Frederic Dewhurst, Professor of Indus- 
try, Wharton School of Finance and Com- 
merce, the University of Pennsylvania, 
appeared in the fiftieth year of the Wharton 
School, and under its auspices, as a piece of 
work intended to be useful for all colleges 
interested in improving the training of men 
entering business upon graduation. 

The authors start with a chapter on the 
changing character of American business, 
showing that in its rapid development busi- 
ness is assuming a professional status 
in which the methods of science are being 
applied to the solution of economic prob- 
lems. Further chapters discuss the occu- 
pational opportunities for college graduates 
in business, the training and qualifications 
for positions in business, and the reading 
interests of business men. 

Part II, the most interesting and valu- 
able section of the book, is a survey of 
5,751 Wharton graduates from 1888-1928 
inclusive, of whom 1,670 or 29 per cent 
replied to a questionnaire, the results of 
which would seem to indicate among other 
things that: (1) “the specialized courses 
have not been wholly effective as a means of 
vocational preparation”; (2) extra-curricu- 
lar activities are clearly related to academic 
and business success; (3) scholarship, at 
least as measured by grades in college, “‘is 
only remotely related to financial success in 
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certain important fields of endeavor”; and 
(4) certain subjects, such as English, and 
certain types of courses are more useful 
than others. . 

Parts III and IV, largely historical and 
descriptive, discuss the evolution of higher 
education for business and the curricula of 
the collegiate schools of business. 

Part V deals with Teaching Methods and 
Problems, placing great emphasis on the 
quality of teaching as a factor in business 
training; it discusses case and problem ma- 
terials and practical experience as assets in 
business education; and considers the duty 
of the colleges in assisting the student to 
adjust himself to his life work. 

The authors conclude that training for 
business “must aim to prepare the student 
for the broad responsibilities, rather than 
the narrow routine, of this new profession.” 
This study is thorough and impartial; it is 
critical but instructive; it is not only inform- 
ative but challenging to those who are 
interested in university education for busi- 
ness. l 

James R. Hawkinson 

Northwestern University 


Haser, Wiuream. Industrial Relations in 
the Building Industry. Pp. xviii, 593. 
Cambridge, Mass.: Harvard University 
Press, 1930. $5.00. 


This large volume competently and pains- 
takingly explores the ramifications of the 
labor problem in the building construction 
industry in the United States. 

Professor Haber grapples here with an 
exceedingly complex and difficult problem. 
He has to deal, as he points out early in the 
discussion, with an industry which has been 
strikingly slow in emerging from handicraft 
methods of production and which has no 
“shops” in the factory sense, because the 
industry makes buildings, and the workers 
must carry on at the various sites where 
owners wish their structures to stand. 
The number of groups functionally sharing 
in the enterprise of construction is, more- 
over, larger than is the case in other in- 
There are, in addition to the 
workers in a score of crafts, general con- 
tractors, material manufacturers, material 
dealers, architects, and owners. 

The author follows up a recital of the 
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outstanding issues in the industry—umem- 
ployment due to seasonal operations, ap- 
prenticeship limitations on labor supply, 
jurisdictional disputes between unions, the 
working rules of the unions, and the open 
versus the closed shop—with a discussion of 
the problem of industrial control. This 
problem he visualizes as one of developing 
organization among the functional groups 
which constitute the industry. He gives a 
detailed recital of the development of the 
formidable trade-union movement in the in- 
dustry. He tells also the story of the 
evolution of building trades employers’ 
“unionism ”; but this tale has to be shorter, 
since the employers “are about thirty 
years behind labor in terms of organiza- 
tion.” Recital of the efforts at joint con- 
trol which have culminated in the building 
congresses of several cities and in the na- 
tional American Construction Council, 
occupies a chapter. 

Finally, the author devotes three chap- 
ters to the “case histories” of conflict and 
efforts at adjustment in the three leading 
centers of the industry: San Francisco, 
Chicago, and New York. Professor Haber 
believes that a major cause of instability in 
the industry is—not the organized em- 
ployees, but the unorganized employers. 

P. F. BRISSENDEN 

Columbia University 


Bryyon, Grmpert Curve. The Christian 
Socialist Movement in England. Pp. x, 
238. New York: The Macmillan Com- 
pany, 1981. $3.50. 

The Christian Socialist movement in 
England, now more than a century old, has 
had a varied and interesting career passing 
through sundry phases, all of which are 
treated with intelligence and sympathy in 
this volume, which is aptly described as an 
“introduction to the study of its history.” 
The author is a Yorkshire vicar who has 
for a lifetime been associated with the so- 
cial application of Christianity and is well 
qualified for the task which he has per- 
formed most creditably. His work is 
clearly written and adequately docu- 
mented, so that it is at one and the same 
time available for historical students and 
propagandists. His opening chapter is a 
preliminary essay on religion and the rise of 
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capitalism, which is as stimulating as his 
chapter on religion and the use of Socialism. 
He concludes with a retrospect and a 
prospect. 
Cunton Rogers Wooprurr 
Philadelphia 


Ferrer, Frank ALBERT. The Masquerade 
of Monopoly. Pp. xii, 464. New York: 
Harcourt, Brace & Co., 1931. $3.75. 


The anti-trust laws have been subjected 
to much criticism during the current busi- 
ness depression. Many contend that the 
laws are directly responsible for overproduc- 
tion and openly advocate their repeal. 
However, Dr. Fetter’s volume is not a 
critique of the law; rather it is a fulmination 
against the officers and the courts who are 
charged with the enforcement of these laws. 
The Department of Justice and the Supreme 
Court of the United States, according to the 
author, allowed the steel industry to escape 
dissolution after having given “a gentle 
reprimand to oil.” And much to the dis- 
gust of the author the industry has re- 
mained undisturbed largely because of the 
cloak which it wears; in fact it has operated 
so successfully during the past quarter of a 
century that other industries have copied 
its business costume. 

The mask which has hidden the true 
character of the masquerader is the “basing 
point system.” ‘This reached its highest 
exemplification in the Pittsburgh-plus 
practice. The method, before its modifica- 
tion in 1924, was to charge, for all steel 
products except rails, the Pittsburgh price 
plus freight rates from Pittsburgh to the 
delivery point. Although all steel is not 
manufactured at Pittsburgh, yet Pittsburgh 
was the basing point for all steel com- 
panies, regardless of where situate. Thus, 
purchasers from local mills—such as 
Birmingham, Alabama, or Gary, Indiana— 
were forced to pay Pittsburgh prices plus 
the imaginary freight from Pittsburgh to 
the point of delivery. Dr. Fetter traces the 
perfection and the legal approval of this 
practice in the steel industry and shows 
how it has been extended to other indus- 
tries, especially hardwoods, linseed oil, 
maple flooring, and cement. 

The author then turns to a discussion of 
the underlying principles of free competi- 
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tion, the law of one price, and the effects of 
monopoly thereon. He contends that free 
competition is desirable, that under the 
basing-point cloak combinations and mo- 
nopolies have destroyed competition and 
raised prices, and that the present anti- 
trust laws are adequate to curb these 
monopolies in interstate industries. His 
criticism is directed at ‘‘the blind men in a 
dark cellar trying to read a strange language 
without learning the alphabet.” 

The volume is written in a style seldom 
encountered in economic and legal treatises. 
He who runs may read, and read with both 
profit and pleasure. ‘Those who look upon 
the present merger movement as a natural 
evolutionary process will find herein much 
food for thought, although lawyers will be 
struck by the paucity of Mr. Fetter’s legal 
knowledge. However, the volume merits 
the attention of all students of the anti- 
trust laws and the merger movement, 
whether economists, lawyers, enterprisers, 
or consumers. 

Jonn G. Hervey 

Temple University School of Law 


Horrman, G. Wricut. Future Trading 
Upon Organized Commodity Markets in 
the United States. Pp. xvi, 482. Phila- 
delphia: University of Pennsylvania 
Press, 1932. $5.00. 


Dr. Hoffman gives us in this book a com- 
prehensive picture of the methods employed 
in future trading. Part I consists of twelve 
chapters devoted to the organization and 
operation of future markets. Part II 
consists of ten chapters dealing with price 
aspects and problems of future trading. 
The former includes a historical review of 
future trading, a brief description of meth- 
ods of marketing grain and cotton, and a 
consideration of the methods and means of 
future trading. The second part considers 
such questions as the relationship of cash 
and future prices, systems of trading and 
market operations, governmental regula- 
tion, hedging, and the market-making func- 
tion of future trading. 

The author points out that his “main 
object has been to describe accurately the 
nature of future trading.” This he has 
done very well. However, he might have 
made his treatment somewhat more analyt- 
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ical. Merely incidental mention is made of 
manipulation, in spite of the fact that 
much of the demand for public regulation 
springs from a belief that futures markets 
lend themselves to price manipulation. 
“Corners” are not discussed at length. 
The distinction between speculation and 
gambling is not elaborated nor are the 
gambling aspects of future trading con- 
sidered except in very general terms. 
Place also might have been found for at 
least a brief mention of trading in commodi- 
ties other than grain and cotton. 
O. B. JESNESS 
University of Minnesota 


Meyer, Cuas. H. The Law of Stockbrokers 
and Stock Exchanges and of Commodity 
Brokers and Commodity Exchanges. Pp. 
lvii, 1493. New York: Baker, Voorhis 
and Company, 1931. $20.00. 

This volume is a comprehensive sum- 
mary of the entire field of stock brokerage 
law. It represents an attempt to survey 
and to bring up to date the ground covered 
by the older and more famous work by Dos 
Passos—Treatise on the Law of Stock 
Brokers and Stock Exchanges. In this it 
succeeds very well. 

The subject matter divides itself into 
three parts. An introductory section (35 
pp.) summarizes the essential features and 
operations of exchanges and serves as 
background for the analysis of legal princi- 
ples. Thesecond part of the work (675 pp.) 
includes the text in which the author pre- 
sents, with numerous citations, the laws, 
the court interpretations, and the exchange 
rules regulating both stock and commodity 
brokerage. The third portion consists of 
an appendix which includes New York 
Stock Exchange legal forms, the constitu- 
tion and by-laws of the New York Stock 
Exchange as well as its Stock Clearing 
Corporation, and the constitution and rules 
of the New York Curb Exchange, the New 
York Cotton Exchange, and the Chicago 
Stock Exchange, together with the New 
York State statutes and the Federal laws 
affecting both stock and commodity bro- 
kers and exchanges. 

In order to afford ample opportunity for 
a review of the more obscure points, the field 
of study is based upon the law, court inter- 
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pretations, and exchange regulations as they 
prevail in New York State. Emphasis has 
also been placed upon the application of the 
law to stock rather than commodity brok- 
erage, though the latter has not been 
neglected where points of contrast could be 
brought in to advantage. Full considera- 
tion is also given to Federal law and court 
interpretation wherever they apply to this 
field, 

The aim of.the book is “to collect in one 
volume the doctrines of the law of contracts, 
of agency and of pledges, as well as of fields 
such as corporations, negotiable property, 
bankruptcy and remedies, applicable to this 
increasingly important type of modern 
enterprise.” In the matter of compre- 
hensiveness, the author has succeeded in the 
attainment of his goal. Certainly no im- 
portant phase of the subject has been 
omitted, and at every point throughout the 
work there is ample evidence of care and 
systematic consideration of the numerous 
points involved, 

‘Throughout the text the author has at- 
tempted to do more than merely enumerate 
in categorical fashion the principles laid 
down by the courts or by statute. In 
some cases the issues involved are not well 
settled, and at these points in particular, 
the author has added not only alternative 
opinion but also his own reflections, which 
are definite contributions to the work. His 
analysis and suggestions on the important 
subject of repledging customers’ margined 
securities en bloc is especially noteworthy 
(p. 340 ff. and p. 11). 

There are certain points upon which the 
reviewer would like to have had a more 
complete discussion. What is the legal 
status of a corporation as a registered firm 
of a commodity exchange? What is the 
legal relationship of customer and broker 
in a futures transaction? What are the 
legal implications in crossing orders and in 
the various forms of so-called ‘‘accommoda- 
tion trades?” Is a broker substituted as 
principal in trades which are cleared in 
futures (bottom p. 299), and if so, should he 
then collect a commission? ‘These and 
other points of a similar character the 
author touches upon but does not consider 
fully, perhaps due to a lack of settled 
opinion bearing upon them. Points of this 
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sort can easily be raised, however, in any 
field where changes are occurring. 

The book is well indexed and should serve 
as an excellent reference source and guide to 
brokers and legal advisers. 

G. Wricut HOFFMAN 

University of Pennsylvania 


Swarruan, I. L. The Interstate Commerce 
Commission. Parts I and II. Pp. xi, 
317; xv, 538. New York: The’ Com- 
monwealth Fund, 1931, 

This study in administrative law and 
procedure, by Professor I. L. Sharfman, 
when completed is to be in four parts, two 
of which have been finished and published. 
Part One deals with the legislative basis of 
the Interstate Commerce Commission’s 
authority; Part Two with the scope of the 
Commission’s jurisdiction. ‘The other two 
parts will discuss the character of the Com- 
mission’s activities and the Commission’s 
organization and procedure. We thus 
have here, completed and in prospećt, an 
intensive and comprehensive study of the 
Interstate Commerce Commission’s legisla- 
tive authority, its jurisdiction, its activities, 
and its procedure. 

Professor Sharfman is doing his work at 
a most opportune time. The character and 
the results of the Interstate Commerce 
Commission’s regulation of railroads during 
the past forty-five years are being given 
special consideration by the public because 
of the development of competitive and 
related agencies of transportation and be- 
cause of the critical condition in which the 
railroads are placed at the present time. 

In Part One, or Volume One, Professor 
Sharfman presents the subject of legislation 
in five chapters or divisions; and in the 
second and larger volume, the Commis- 
sion’s jurisdiction is discussed in three 
divisions. These divisions, particularly 
those of the second volume, are monographs 
rather than chapters. The work is thor- 
ough and detailed and the treatiseis fully 
documented. In fact, in a large part of 
each volume, fully half of the text is in 
notes, most pages being divided into text 
and notes. This method of presentation 
causes the work as a whole to be instructive, 
and makes Dr. Sharfman’s work of greater 
assistance to special students of particular 
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phases of the general subject. However, to 
include so much of the material in the form 
of notes makes the reading of the volume 
more laborious. 'If the reader neglectsthe 
notes he will fail to obtain a large part of 
the information that may be gotten. It 
would have been better from a literary point 
of view to put a good portion of the material 
included in the notes in the text proper and 
to use appendices for printing most of what 
is contained in the voluminous quotations 
from decisions and reports of the Commis- 
sion and decisions of the courts. 

Professor Sharfman’s purpose has, on the 
whole, been not to criticize legislation or the 
policy followed by the Commission, but 
rather to set forth the facts. From time to 
time, however, the author allows himself to 
pass judgment upon the wisdom of legisla- 
tion and the merits of the policy of the Com- 
mission. He gives especial approval to the 
policy followed by President Wilson and the 

"United States Railroad Administration in 
taking over and operating the railroads dur- 
ing the World War. He states: ‘There 
is general agreement that the assumption 
of Federal control was both inevitable and 
wise and this agreement usually extends 
to warm approval of the Government’s 
operations at least for the year 1918.” 
The author, however, is of the opmion that 
the record made by the Railroad Adminis- 
tration for the year and a quarter that inter- 
vened between the cessation of hostilities 
and the return of the railroads was not so 
satisfactory, although ‘“‘it appears that 
. Federal control was at least as successful as 
private management could have been under 
' the circumstances.” This point of view is 
the one usually expressed and possibly may 
be the verdict of history, although it is at 
least an open question whether the United 
States might not more wisely have followed 
the policy of railroad control during the 
war period that was followed by Great 
Britain, where the Government functioned 
through a committee of railway executives 
» Instead of through a Government ‘“‘Ad- 
ministration.” 

Of the two volumes that have thus far 
been published, the second one is of greater 
significance because of the character of the 
subjects discussed. These are railroad 
regulation and the control of allied utilities, 
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the assertion of power over interstate com- 
merce, and the exercise of administrative 
discretion. In Volume Two the discussion 
is constructive as well as expository. 


‘Likewise in Parts Three and Four, yet to be 


published, the author will have an oppor- 
tunity to pass judgment upon the wisdom 
of Congressional legislation and of the 
Commission’s activities and procedure in 
giving effect to the legislation. No thor- 
ough student of the Interstate Commerce 
Commission and of administrative law will 
fail to appreciate the value of Professor 
Sharfman’s work.. , 
Emory R. JONNSON 
University of Pennsylvania 


AMBLER, Coartes Henny. .A History of 
Transportation in the Ohio Valley. Pp. 
465. Glendale, California: The Arthur 
H. Clark Company, 1931. $7.50. 


Charles Henry Ambler, Professor of His- 
tory of West Virginia University, contrib- 
utes an interesting and valuable addition to 
the literature of inland transportation in the 
United States in a panoramic study of the 
history of the navigation of the turbulent 
Ohio River from romantic days of the In- 
dian canoe and crude dugout, through 
the periods of the “arks,” the flatboats, the 
keel boats, the steamboats, and the packets, 
to the modern barges, towboats, and other 
craft of the modern age of commerce. The 
book is interesting to historians and trans- 
portation economists, as well as to those 
who, quite aside from any professional 
interest in the subject, are lured by the 
spell cf tales of the westward expansion of 
the American people and the development 
of our continental commerce. 

Professor Ambler is not content with 
presenting facts and figures of trade and 
commercial trends, although he performs 
this task with accuracy and skill; he catches 
the rare flavor of the stark romance and 
dangerous zest of bygone periods. The 
reader is able to visualize not only the river 
and the craft of various types used upon its 
waters in the commerce of the several 
periods of commercial development, but 
also the men and women who have toiled 
and played upon, this stupendous American 
stage. The haughty steamboat pilot, the 
astute steamboat captain, the genial, ` 
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sweating negro roustabout, the suave gam- 
blers, the aristocratic planters, the shrewd 
business men, the belles of bygone days, the 
actors and actresses of the showboats, 
and the “ladies of the pleasure boats,” 
as well as shore or wayfolks are reflected for 
their brief seconds against the back-drop 
of the more drab story of commerce. Fires, 
floods, explosions, collisions, races, pesti- 
lence, and other disasters are brought as 
grist to the mill to be ground with the stories 
of romantic splendor and commercial suc- 
cess into the flour of this river epic. 

The struggles of the steamboat and the 
railroad—the bitter and unwise fruit of the 
last quarter of the nineteenth century— 
are told and the doleful story of commercial 
decadence is faithfully recorded. A more 
cheerful note is struck in the story of the 
canalization of the Ohio which was com- 
pleted in 1929, accompanied by a renais- 
sance of river navigation ushered in by the 
use of the River to transport huge tonnages 
of low-grade commodities by a number of 
great industrial fleets. 

Professor Ambler deplores the attitude of 
the railroads toward inland waterway trans- 
portation and falls into the same error as 
many other ardent enthusiasts for the latter, 
regarding the effect of the Transportation 
Act of 1920, which he states (page 430) 
guarantees profits to the railroads. This, of 
course, the Act of 1920 does not do, as 
developments in railway finance since 1929 
quite eloquently testify. The author’s 
prophecy of a new era of mland waterway 
transportation codrdinated with railroad 
transportation. is concurred in by the pres- 
ent reviewer, who would add a further 
prophecy of the codrdination of inland 
waterway, railroad, and motor transporta- 
tion. 

G. Liorp Witson 

University of Pennsylvania 


Garrison, Erisua E. The Riddle of Eco- 
nomics. Pp. x, 329. New York: Mac- 
millan Company, 1981. $2.50. 

The author examines very much the same 
set of problems we find in a Principles of 
Economics, but it is out of his dissatisfac- 
tion with the traditional treatment that 
this book has been written—‘‘the product 
of a forty-year search for the truth, in the 
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midst of widely varied activity.” His 
forty~year search for the truth leads him to 
certain tenets upon which his constructive 
suggestions are based; e.g., (1) “in the mass 
feeling and impulse of peoples of all Chris- 
tian nations is to be found an instinctive 
sanction for ‘whatever things are true,’ 
which has been and always will be the salva- 
tion of mankind”; (2) “the true objective of 
science is discovery of natural law”; and 
(3) “sole raison d’être for government is 
application of natural law.” One wonders 
whether this philosophy is especially en- 
lightening with regard to our present dis- 
turbing problems. 

At any rate, this reader was unable to 
find in Mr. Garrison’s chapters on money, 
unemployment, international debt, and 
similar topics, any new, sound, constructive 
remedies for our economic deficiencies 
which the anxious reader might hope to 
learn from a man who is impatient with 
“wrong thinking”’—with “incompetent 
and inadequately trained minds.” There 
are, of course, many sound observations, 
but they are much Jess novel than the au- 
thor would have us believe. We already 
have a notion that labor is not a mere 
commodity, that the World War contrib- 
utes to an understanding of the present 
depression, that the Treaty of Versailles 
was largely political in character, and so 
forth, 

The book is not impressive as a cautious 
bit of economic reasoning. 

‘ Harry Henie 
University of Cincinnati | 


CARTINHOUR, Gares T. Branch, Group 
and Chain Banking. Pp. viii, 351, 
New York: The Macmillan Company, 
1931. $4.50. 


This book may be accurately charac 
terized as a factual survey of the develop 
ment of group, chain, and. branch banking 
in the United States and of such selectec 
related factors as bank suspensions, earnin; 
power of small and large banks, accountin; 
of bank holding companies, and Feder: 
and state legislation. Besides, it gives 
detailed description of the very nontypica 
group bank, viz., the Transamerica Cor- 
poration—an illogically created banking 
octopus which fell by its own weight. Asa 
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reference book on facts pertaining to the 
subject, this volume will serve a very useful 
purpose. One must regret that the author 
did not attempt any fundamental inter- 
pretation of this wealth of factual material. 
Tn fact, the Hearings on Branch, Chain and 
Group Banking before the Committee on 
Banking and Currency of the United States 
House of Representatives, February- 
April 1980, contain considerably more of the 
significance of the movement, even though 
this Committee’s report: evidences the lack 
of expert direction in conducting the in- 
quiry. 

One wonders how the author could escape 
the temptation of delving into the economic 
and industrial aspects of the change in the 
organization of the banking system which 
he so faithfully describes, and of critically 
interpreting the effects of these changes on 
the functions of banking, on banking pol- 
icies, and on such important aspects as 
money and capital markets and the Federal 
Reserve system. Further, one might ask: 
What is the significance of the probable 
effects of this banking movement on such 
fundamental matters as credit control as 
related to business and economit stability? 

Perhaps the reviewer is pointing to mat- 
ters which were not within the objectives of 
the author, although the work in places 
does suggest that they were. 

W. C. SCHLUTER 
. University of Pennsylvania 


SPAHR, Water Eart. The Federal Re- 
serve System and the Control of Credit. 
Pp. xviii, 188. New York: The Mac- 
millan'Company, 1931. $1.75. 

This is a prize winning paper in an 
sconomics contest, won by the Professor of 
Economics in New York University. It is 
1 simple and clear exposition of the pos- 
sibilities of the control of credit, both in the 
United States and England, France and 
sermany. 

The Federal Reserve system of the 
United States has gone through various 
uistorical periods, in some of which it has 
nade no effort to control credit. In others 
t has. In some periods it has disavowed 
‘he desire or the ability to stabilize the price 
evel. Its principles, enunciated in the 
wnual reports of the Federal Reserve 
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Board, like the principles of the rest of us, 
are not always carried out in action. 

The belief in the possibilities of the 
control of credit is growing within the 
Board and outside of it. The analysis of 
policies and results, without being hyper- 
critical, shows that our banking system has 
much to learn. The review of the periods 
of inflation and deflation and of the meas- 
ures taken by the Board is of the greatest 
interest, 

Orro T. MALLERY 

Philadelphia 


Sravrror, Wiuuram H. Taxation in Vir- 
ginia. Pp. xxv, 309. New York: The 
Century Company, 1931. $4.00. 

This publication of the Institute for 
Research in the Social Sciences of the 
University of Virginia is a good example of 
the quantitative type of study of which 
many more are needed to form the ground- 
work for a genuinely worth-while compara- 
tive examination of American state 
finances. Dr. Stauffer, formerly Associate 
Research Professor of Economies at the 
University and now economist of the Old 
Dominion’s Department of Taxation, has 
rendered students of publie finance an 
excellent service in its preparation. Itis a 
comprehensive and detailed analysis of 
tax problems in Virginia, which is given 
balance by reference to similar problems in 
other states. Asa setting, a brief survey of 
Federal, state, and local costs and taxes in 
the United States is given. ‘This is followed 
by discussions of Virginia state and local 
tax sources; financial aspects of county 
government; property taxation; individual 
income taxation (higher rates on the 
higher incomes and lower exemptions are 
recommended); the tax burden on agricul- 
ture; taxation of ordinary business, of pub- 
lic service corporations, and of banks; and 
miscellaneous taxes. The 145 statistical 
tables are of great interest and value. 

Dr. Stauffer concludes that Virginia’s 
financial policy has been one of conserva- 
tism, midway between the extremes of 
penuriousness and prodigality. The state 
has attempted to make current revenues 
carry the cost of government, so that it is 
free from any great indebtedness. Its 
expenditures are not out of line with those 
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of other states. Local expenditures, and 
therefore taxes, are less than is the case 
generally throughout the country. “The 
bulk of state collected revenues is derived 
from industrial and business activities and 
from taxation of intangible forms of wealth 
and income, ... clearly demonstrating 
the operation of the principle of ability to 
pay. In the localities major revenues are 
“derived from taxation upon real estate and 
tangible personal property,” a certain but 
not necessarily equitable source of revenue. 
Criticism is made of unequal and inadequate 
assessments growing out of inadequate 
machinery, inertia, and lack of intel- 
ligent public interest. It is indicated that 
more revenue might possibly be raised with 
justice from additional taxation of banks 
and public service corporations. Certain 
adjustments might be made to encourage 
capital to come into the state. 
H. R. Exstow 
Union College 


JENSEN, Jens Perer. Property Taxation 
in the United States. Pp. xvi, 532. 
Chicago: University of Chicago Press, 
1931. $4.00. 

The growing burden of the property tax 
has made the taxpayer increasingly aware 
of the shortcomings of the tax which is 
supplying our state and local governments 
with four fifths of their revenues. But the 
mass of evidence concerning the actual 
operation of this tax has been so widely 
scattered in reports and journals, and so 
deeply buried in unsummarized tables of 
figures, that only the most diligent students 
have had any real comprehension of the 
tax as administered. 

Professor Jensen makes a real contribu- 
tion in compiling, summarizing, and inter- 
preting this great store of information. 
Property Taxation in the United States is not 
a popular exposition of the subject, but it is 
at once thorough and compact, and it will 
be welcome as a work of reference. 

Minor criticisms may be offered. Bene- 
fit as a possible justification of the tax is 
condemned on the ground that benefits 
from government are general and indefinite, 
and bear no relation to the property owned 
or the rate of the tax (p. 78). The illustra- 
tions given from school and rural taxes 
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tend to bear out this point, but no mention 
is made of large city taxes spent for im- 
provements which increase the value of 
real estate, for fire protection which reduces 
fire insurance rates, and for other city fune- 
tions which bring very direct returns to the 


-owner of property. The discussion of 


variations in the ratio of assessed to full 
value of property in different states (p. 283) 
makes no allowance for the fact that the 
legal ratio of assessment has not always 
been one hundred per cent of full value in 
every state. Other omissions might be 
cited. But any one who has attempted to 
cover the practice of forty-eight states on 
any point will find such oversights easy to 
forgive. 
Maser Newcomer 
Vassar College 


Hacker, Louris M. and TKenpricx, 
BensaMIN B. (Foreword by Fox, Dixon 
Ryan). The United States Since 1865. 
Pp. xx, 775. New York: F. S. Crofts & 
Company, 1932. $5.00. 

This is another of the already numerous 
attempts to throw into a teachable pattern 
the complex details of the last two genera- 
tions. The selection and the arrangement 
of materials are in accordance with princi- 
ples which are clearly stated. The authors’ 
telescope is swung from “new watch tow- 
ers,” coming to rest most often upon 


‘the areas of social, sociological, legal, and 


economic description. The authors prac- 
tice great freedom in “comment, estimate 
and even argument”; and they serve up 
history as “chiefly useful to explain the 
present.” 

The facts are all here, often to such a de- 
gree that the book approaches a topical 
encyclopedia. The bibliographies are ex- 
cellent. There is a genuine sincerity of 
attempt that will make the work useful to 
others who are busy with the same job. 
But the success of the book, apart from a 
teaching availability which none can fore- 
tell, is limited by matters inherent in the 
conception. If one is chiefly to explain the 
present, he must understand it; and none 
of us does that. If everything is to be 
brought to a focus at a date of publication, 
the forces of obsolescence must begin to 
operate at once, and the very timeliness of 
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the work makes it shortly out of date. And 
the authors seem so often predisposed to 
believe that the United States was wrong, 
that the reader’s confidence in their ob- 
jectivity is shaken. They have the urge to 
show the causal relationship between cul- 
tural status and the flow of history, but 
their success in integrating them is not 
encouraging. 
Freperic L. Paxson 
University of Wisconsin 


Guticx, Loraer. (Introduction by Pol- 
lard, John G.) Modern Government in 
a Colonial City. Pp. x, 258. New York: 
Jonathan Cape and Harrison Smith, 
1932. 

Survey reports, if printed at all, usually 
appear in the form of a pamphlet or an un- 
bound volume in small type; but this survey 
of the city government and finances of 
Williamsburg, Virginia, is published as an 
attractively bound volume of good paper 
and large type—a credit to both author and 
publisher. Williamsburg officials recog- 
nized that the restoration of their colonial 
city through the generosity of John D. 
Rockefeller, Jr., would call for a thorough 
reorganization of the city government, and 
the Institute of Public Administration was 
asked to undertake the task. 

The main value of this survey lies in its 
detailed analysis of the municipal activities 
of a small city (3,778)—how they are car- 
ried on, what they cost, and specific recom- 
mendations for their improvement. It 
leaves no doubt that there is plenty ad- 
ministrative work in a town of this size to 
require a chief administrator in the person 
of a city manager to codrdinate and direct 
the various activities. In fact, the council 
in 1980 recognized this need by appointing 
a city engineer to exercise administrative 
control over a number of functions. The 
survey staff, however, recommended the 
adoption of a council-manager charter, and 
it is interesting to note that the General 
Assembly has recently enacted such a 
charter, 

There are excellent suggestions relative 
to long-term financing, sinking fund analy- 
sis, budget and accounting systems, and 
assessments. Of special interest are the 
proposals. for cotperative arrangements 
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between the city and county governments 
and with private organizations in the con- 
duct, for instance, of a city-county health 
and welfare unit. 

To this reviewer, this survey report seems 
to meet the requirements of what a survey 
report should be: namely, a well-written, 
concise, and authoritative document, 
with definite suggestions for improving 
the administration of local activities and 
means of financing the various proposals. 
As such, this volume should prove an 
invaluable guide for the first city manager 
and council under the new Williamsburg 
charter. Moreover, the recommendations 
have sufficient general application to be 
valuable to practically all cities of less than 
5,000 population. 

Crarencs E. Rintey 

University of Chicago 


Ewrne, Cortez A. M., and DANGERFIELD, 
Royrvren J. Documentary Source Book in 
American Government and Politics. Pp. 
xx, 828. Boston: D. C. Heath and Com- 
pany, 1931.” $3.48. 

The teacher of government who compiles 

a book of “readings” on American state 

and national government deserves the 

sympathy of his colleagues. He cannot 
hope to please many of them and he is cer- 
tain to burden himself grievously in its 
preparation, As is true of many similar 
collections, this one is so bulky as to look 
rather formidable to the undergraduate for 
whom it is intended. The reviewer, how- 
ever, realizes the difficulty involved in 
remedying this defect. No two teachers 
would agree as to the omissions. For the 
rest, the material seems to be well chosen 
and for the most part carefully propor- 
tioned. The discriminating use of the 
book ought to add a good deal of value to an 
introductory course in American govern- 
ment. 

Lanu W, LANCASTER 
University of Nebraska 


ERmwDELL, Econ (ATKINSON, CHARLES 
Francis, Tr. from German). A Cultural 
History of the Modern Age. Vol. II, 


pp. ix, 457. New York: Alfred Knopf, 
1931. i 


This is the second of three volumes on the 
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intellectual and social history of modern 
European civilization from the Black Death 
in 1848 to the World War in 1914. It 
covers the seventeenth and eighteenth cen- 


turies, concluding with the fall of Napoleon. - 


In its approach, its method of treatment, 
and its content, the volume is new and 
original, differing widely from the conven- 
tional set-up of even our most advanced 
historical writing in the field. Rulers and 
dynasties, political and military events, 
campaigns and battles, receive relatively 
little attention. Indeed, judging by the 
not infrequent errors in date and placing of 
events, they are manifestly not regarded as 
of major importance by the author. 

Thus, Mazarin hardly secured the coveted 
left bank of the Rhine (p. 74). Descartes 
and Lessing are as heavily weighted as are 
Louis XIV and Napoleon. In the section 
on Napoelon’s empire, for example, the 
reader will not find the familiar concepts 
about Napoleon but something radically 
different, adroitly interwoven in a disquisi- 
tion in which Beethoven, Goya, Fitche, 
Alfieri, Talma, and Thorwaldsen appear by 
the side of the “Man of Destiny,” the 
“Realist” and “Stage Manager.” Bril- 
liant paragraphs on John Milton and 
Puritanism, on Hobbs and Spinoza (pp. 
40-4), like those of a biographical and in- 
terpretive nature on Voltaire, Goethe, 
Schiller, and others make the volume excel- 
lent and stimulating reading. 

Altogether, the volume is a challenge to 
all thoughtful students, for although re- 
flecting the influence of Spengler’s De- 
cline of the West, it is evident throughout 
that the author does his own thinking. 
“Baroque and Rococo” is the name given 
to the first half of the period; “‘Enlighten- 
ment and Revolution” to the second, 

Much credit is due to the translator in an 
admirable solution of the difficult problem 
of terminology, though at times even he is 
hard put to it, as would appear from such 
headings as “The Three Therapys for 
Rationalism,” “Queens without Legs,” 
“Pascal’s soul-anatomy,” “Dramatic Crys- 
tallography,” “Phlogiston, irritability and 
the primary nebula,” “Immoral plants,” and 
“Franklin and Robinson Crusoe.” But it 
would be unfair to draw attention to these 
and overlook the very happy choice of 


“to the casual reader. 
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words for unusual and often none too 
clearly defined concepts. Altogether it is a 
type of history which affords a distinct relief 
from the orthodox tendencies so prevalent 
even in these postwar days. 
Wuttiam E. LINGELBACH 
University of Pennsylvania 


GUEDALLA, Purr. Wellington. Pp. xv, 
536. New York: Harper & Bros., 1931. 
$4.00. 

I am always suspicious of a biography 
that I like as well as this life story of the 
Iron Duke. No one, not even a writer so 
patently in the process of beatification as 
Lytton Strachey, can quite match Guedalla 
in his ability to present a complete, full- 
blooded portrait. However diverse his 
characters may be-~that by-blow of fate, 
the second Napoleon; that fanatically hard- 
working dilettante, Palmerston; and now 
this embodiment of everything John Bull 
wants his demigeds to be—all these have 
emerged from under his scalpel whole and 
perfect. 

And I cannot help being suspicious at the 
entire absence of scar tissue. On human 
flesh, even that of heroes, the stitches of the 
biographer ought positively to show. To 
have every detail presented and to find it 
dovetail so neatly with all its fellows may 
be the way of giving the highest satisfaction 
But sometimes it 
seems just a little too pat. When I try to 
relive incidents from my own life only a few 
years back, things do not reassemble so 
exactly, even for me who lived them. How 
then can it be possible to reconstruct with 
such an unerring touch the innermost emo- 
tions of a man from another time—a man 
accustomed to conceal his thoughts with 
typical British reserve? 

But whatever may be the dubieties of the 
student, to the ordinary reader this book 
must prove an unalloyed delight. Only 
once in a great while are the musty records 
of the past infused with so much sparkle 


and verve. The style is unfailingly epi- 
grammatic. The viewpoint is civilized and 
objective. Guedalla has a knack for 


overlaying the scene with an aloof but 
pleasant cynicism which serves to drive 
home his points in quite the most effective 
way. Altogether, in spite of these appre- 


Boor DEPARTMENT 


hensive sniffs from the scholastics, this is 
one of the finest biographies of the decade, 
Perbaps Wellington was not exactly as he is 
so exactly portrayed; but at least he should 
have been. A man is here brilliantly 
limned; and if the Duke was not that man, 
the loss is his, not ours. 

The book would be the better for more 
careful proof reading. The substitution of 
the word “important” for the word “im- 
potent” (p. viii) and the spelling of the 
name “Lieven” in two different ways dur- 
ing the same paragraph (pp. 323-4) are 
only two examples of what is unforgivable 
in so important a work. 

ALPHONSE B. MILLER 

Philadelphia 


Suurp, PAuL F. The European Powers and 
the Near Eastern Question, 1806-1807. 
Pp. 576. New York: Columbia Uni- 
versity Press, 1931. $6.75. 

Puryear, Vernon Joun. England, Rus- 
sia, and the Straits Question, 1844-1856. 
Pp. xvi, 481. Berkeley: University of 
California Press, 1931. $4.00. 

Hauipere, CHartes W. The Suez Canal: 
Its History and Diplomatic Importance. 
Pp. 484. New York: Columbia Uni- 
versity Press, 1981. $5.25. 

Scarcely a phase of European history 
since the opening of the French Revolution 


has been more abused and obscured by- 


national prejudice than the many-sided 
Eastern question. The monographs of 
Messrs. Shupp and Puryear remedy this for 
the brief periods which they cover. Both 
are written quite dispassionately and ob- 
jectively from nearly all available sources 
of any consequence. Both also contain 
information, particularly from Russian 
sources, which throws much new light on 
the interplay of the motives, the interests, 
and the policies of the Great Powers and 
makes necessary the revision of some pre- 
vious conceptions of their diplomacy in the 
Near East. But these studies, as their 
titles indicate, constitute only rather thin 
cross sections of European diplomatic his- 
tory, and other similar works are needed 
before the Eastern question can be viewed 
objectively in its entirety. 

Professor Shupp has related, conscien- 
tiously and at considerable length, the 
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diplomatic events of the crowded years 
during which the Continental System of 
Napoleon I was evolving. The principal 
theme naturally revolves about the struggle 
for hegemony at Constantinople, although, 
in providing a background for these de- 
velopments, the author with great labor has 
produced what is practically a general sur- 
vey of the international relations of the 
Great Powers during the years 1805-1807; 
for the events in the Near Eastern area do 
not occupy so much of the book as its title 
would indicate. The many simultaneous 
political activities have been accurately 
correlated and logically presented, though 
with somewhat less success in the chapters 
on Egypt, where the author has relied 
mainly on secondary sources. In so de- 
tailed a work on so brief a period, the trees 
rather obscure the wood, particularly since 
the style lacks variety, and the characters 
personality. An ampler index would have 
augmented the utility of the book. 

The years covered by Mr. Puryear’s 
book have offered almost a virgin field for 
research. Here are disclosed for the first 
time the factors which led from the Anglo- 
Russian entente of 1844 directed against 
France to an Anglo-French alliance in 1853 
against Russia. The long prevalent belief 
that prior to the Crimean War it was a 
cornerstone of Russian policy to effect a 
partition of the Ottoman Empire and to 
seize Constantinople is shown to be ground- 
less, and the responsibility for this senseless 
conflict appears to lie mainly at the door of 
Great Britain. The author, perhaps quite 
properly, has been more concerned with the 
accuracy of his statements than with the 
method of their presentation; in conse- 
quence, the chronology in chapter two is 
difficult to follow, there are several instances 
of repetition which seem unnecessary, and 
not a little information is relegated to foot- 
notes which very appropriately might have 
been incorporated in the text. Neverthe- 
less, the study skillfully combines analysis 
and synthesis and may be considered of 
prime importance to a proper understand- 
ing of those phases of the Eastern question 
which culminated in the Crimean War. 

The fact that the fundamental cause of 
intense European rivalry in the Near East 
during the last century and a half lies in the 
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intersection of the Ottoman Empire by the 
natural lines of access to India and the Far 
East, is emphasized in Mr. Hallberg’s study 
of the Suez Canal! His account begins 
with a historical survey of the ancient and 
medieval canal works which established a 
connection between the Mediterranean and 
Red Seas, and recounts in detail the ob- 
stacles in the way of constructing a ship 
canal through any part of Egypt in the 
nineteerith century. An analysis of the 
international complications growing out of 
the Suez Canal project has necessarily in- 
volved an extensive investigation of Euro- 
pean diplomacy in the Near East. Mr. 


Hallberg thus has amplified the materials - 


already in print by researches of his own in 
European archives. He has produced, in 
consequence, a relatively complete and up- 
to-date history of the great artery which 
made fundamental changes both in the 
political complexion of the Near Hast and 
in the economic growth of Western Europe. 
This is supplemented by several appendices 
bearing on the commercial effects of the 
canal and its theoretical neutralization. 
Unfortunately, Mr. Hallberg, in common 
with the authors of many monographs of 
this type, has considered his function 
limited to the presentation of factual de- 
tail, and has made little use of the oppor- 
tunity to discuss the effects of the canal on 
Egypt since the British occupation, or its 
influence on the peoples of Asia. 
; Haxrorp L. Hoskins 
Tufts College 


Morse, Hosea Barou, and MacNarr, 
Harrer FarnswortH. Far Eastern In- 
ternational Relations. Pp. xvi, 846. Bos- 
ton: Houghton Mifflin Company, 1931. 
$4.50. 

Fern, Frepericx V. American Participa- 
‘tion in the China Consortiums. Pp. xii, 
198. Chicago: University of Chicago Press, 
1931. $2.00. 

Wricut, Pure G. The American Tarif 
and Oriental Trade. Pp. 177. Chicago: 
University of Chicago Press, 1931. $2.00. 

Quietzy, Harotp 8. An Introductory 
Syllabus on Far Eastern Diplomacy. Pp. 
40. Chicago: University of Chicago 
Press, 1931. 50 cents. 

Morse and MacNair’s Far Eastern In- 


. the Chinese revolution was unfair. 
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ternational Relations is based upon Dr. 

Morse’s standard work, The International 
Relations of the Chinese Empire, which has 
been condensed into one volume and 
brought down to date. It contains more 
information concerning the relations be- 
tween China, Japan, and the other powers 
in the Far East than can be found in any 
other single volume in English. The pres- 
ent edition is a revision of an earlier issue 
which on its original appearance was un- 
favorably received by Chinese critics, who 
asserted that the account of recent events in 
The 
account of these events has presumably 
been revised to some extent in this issue of 
the volume, but the authors have mani- 
festly not abandoned their independent 
viewpoint. The best available sources of 
information have been used, but doubtless 
all accounts of the relations between the 
powers in the Far East must be regarded as 
provisional until the Chinese and Japanese 
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` sources Of information become more gen- 


erally available than heretofore to the 
foreign student. 

The volumes by Messrs. Field and 
Wright were originally prepared for the use 
of delegates to the fourth conference of the _ 
Institute of Pacific Relations, held at 
Shanghai in October 1931. They are 
sponsored by the Institute’s American 


-Council, and present the results of re- 


searches undertaken with the purpose of 
providing dispassionate and ‘impartial in- 
formation as a basis of discussion at the 
conference. 

Mr. Field has made a careful study of his 
subject in the light of the materials avail- 
able in America, but it is obvious, as he 
himself points out, that there must be 
similar study of the participation of the 
other powers in the consortiums and of the 
attitude of the Chinese themselves before 
any but provisional inferences can be 
drawn from this experiment with interna- 
tional coöperation in the extension of credit 
to China. 

The nature of Mr. Wright’s subject 
facilitates more positive conclusions. The 
effects of American tariff policy upon the 
Chinese trade are too plain to escape the 
reader, and afford a shocking example of 
the. injury that may.be done to innocent 
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` bystanders by the reckless pursuit of na- 
tional policy. These volumes are a valua- 
ble contribution to: the understanding of 
the Far East, and a credit to the organiza- 
tion which sponsored them. 

Professor Quigley’s Syllabus provides a 


systematic and comprehensive outline for . 


a course on Far Eastern diplomacy. Both 
the teacher and the general reader will find 
it a very helpful guide. It is evident that 
America’s interest in Far Eastern affairs 
has grown greatly in recent years, is grow- 
ing rapidly at the present time, and will 
continue to grow in the future. 
East will probably remain a good deal of a 
mystery for a long time, at least until the 
results of Chinese and Japanese scholarship 
become more generally accessible to Ameri- 
can scholars. But the importance of the 
subject justifies every effort to understand 
it. The American Council of the Institute 
of Pacific Relations has rendered a solid 
service to all students of Far Eastern affairs 
by sponsoring this as well as the preceding 
publications. 
ÀRTHOR N. Hotcomax 
Harvard University 


McCorvocx, R. Srantey. British Far- 
Eastern Policy, 1894-1900. Pp. 376. 
New York: Columbia University Press, 
1931. $6.00. 


This is a history of British diplomatic and, 


commercial relations with the Far East 
during the critical years between the open- 
ing of the Sino-Japanese War in 1894 and 
the close of the Boxer Revolt in 1900. So 
closely was British policy in Eastern Asia 
intertwined with that of other powers that 
the volume may well serve as a diplomatic 
history of the Far East for this period. 
The key to British policy, the author finds, 
` was the desire to maintain and extend 
British trade. 
Government to desert China during the 
Sino-Japanese War and to cultivate Japa- 
nese friendship, with the result that the 
history of the following five years in the 
Far East is that of Great Britain’s efforts 
to regain Chinese friendship and to restore 
her own injured prestige. 

The volume is interesting, scholarly, and 
based upon the sources. 
historical judgments of the author, however, 
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This aim led the British — 


Not all of the. 
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will commend themselves unqualifiedly to 
other students of this period. 

Groren H, BLAKESLEE 
Clark University 


CaMmERonN, Merrpera E. The Reform 
Movement in China, 1898-1912. Pp. 
223. Stanford University: Stanford 
University Press, 1981. 

This is an able study of the critical years 
in China before the collapse of the Manchu 
dynasty, undertaken with the purpose of 
discovering whether the Imperial protesta- 
tions of reforming zeal were sincere, to what 
extent the announced reforms were carried 
out, and to what causes their failure is to be 
ascribed. The author concludes that in 
spite of the earnestness and the energy of 
the Empress Dowager, Tzu Hsi, and cer- 
tain of her advisers, and notwithstanding a 
measure of progress achieved, a real success 
of the reform movement was prevented by 
the debility of the ruling group as a whole, 
the corrupt state of the administrative ma- 
chine, and the inflammatory nature of cer- 
tain ideas which came to China from the 
Occident. 

After a history of the reform movement 
as a, whole, especially during the ‘Hundred 
Days” and later under the Empress Dowa- 
ger, a more detailed account is presented of 
the attempted reforms in education, in the 
form of government, and in the army and 
the navy. The volume is based in large 
part upon source material, especially Chi- 
nese decrees which are available in English, 
and it is well documented. 

Gszorce H, BLAKESLEE 

Clark University 


Nırosé, Inazo. Japan. Some Phases of 
Her Problems and Development. Pp. 
398, New York: Charles Scribner’s 
Sons, 1931. $5.00. ý 


Dr. Nitobé has long been well and favor- 
ably known as one of Japan’s most dis- 
tinguished interpreters. In this his latest 
volume in English he gives a general in- 
troduction to the history, the institutions, 
and the problems of his native land. In 
the less than four hundred pages he covers a 
wide range of topics. ‘Almost half of his 
space is devoted to a summary of the his- 
tory of the Empire. His other four chap- 
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ters are on government and politics, the 
educational system, the economic situation, 
and the religious life of the Nation (al- 
though this last is somewhat inaccurately 
denominated “‘the thought life of the Japa- 
nese people”). 

Dr. Nitobé has based his book not only 
upon his own personal observations, but 
upon extensive reading. The book com- 
bines scholarship with an English style 
which should make it attractive to the 
general reader. It becomes, therefore, an 
excellent general introduction to its subject. 

Dr. Nitobé obviously attempts to write 
objectively and fairly. Almost inevitably, 
however, he is sympathetic with his own 
people and does not have the detachment 
which a tramed and impartial foreign ob- 
server could bring. 

If the book has a weakness, it is its em- 
phasis upon the past—even though much 
of that is the recent past—rather than on 
current conditions and problems. There 
are already in existence a number of ex- 
cellent introductory works on the history 
and the culture of the Japanese. To these 
Dr. Nitobé adds very little. What we 
most need is a thoughtful and critical pic- 
ture and appraisal of the current life and 
policies of the Empire by a liberal Japanese 
of Dr. Nitobé’s high standing. A much 
more vivid and satisfactory account of 
present-day Japan is to be found in such a 
volume as Kennedy, The Changing Fabric 
of Japan, or in Orchard, Japan’s Economic 
Position, or even in Miriam Beard, Realism 
in Romantic Japan. 

K. S. LATOURETTE 

Yale University 


Kann, Evcen (Dunsar, H. FLANDERS, 
translator). Psychopathie Personalities. 
Pp. xii, 521. New Haven, Conn.: Yale 
University Press, 1931. $5.00. 

Woop, CLement. Dreams. Pp. xi, 282. 
New York: Greenberg, Ine., 1931. 
$2.00. 

ADLER, Atrrep (Porrmr, Arran, Ed.). 
What Life Should Mean to Us. Pp. iti, 
300. Boston: Little, Brown & Com- 
pany, 1931. $3.00. 

Rer, Turovors. Ritual: Psychoanalytic 
Studies. Pp. 367. New York: W. W. 
Norton & Company, Inc., 1931. $5.00. 
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Swirr, Enean James. The Jungle of the 
Mind. Pp. ix, 340. New York: Charles 
Scribner’s Sons, 1931. $2.50. 

Boorman, W. Ryuann. Personality in the 
Teens. Pp. xv, 268. New York: The 
Macmillan Company, 1981. $2.50. ` 

Puurs, Verma. Evidence of the Need of 
Education for Efficient Purchasing. Pp. 
v, 109. New York: (Bureau of Publica- 
tions, Teachers College), Columbia Uni- 
versity Press, 1931. $1.50. 

McDoveatn, Wiuuram. World Chaos: The 
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- New York: Covici-Friede, 1932. $1.25. 

Acuitims, Paun S. (Ed.). Psychology at 
Work. Pp. xiii, 260. New York: Mc- 
Graw-Hill Book Company, 1932. 

Burnuam, Wittiam H. The Wholesome 
Personality. Pp. xvi, 713. New York: 
D. Appleton & Company, 1932. $3.50. 

Kranereipt, W. M. (Raren M. EATON, 
Translator). Secret Ways of The Mind. 
Pp. xl, 188. New York: Henry Holt & 
Company, 1932. $2.00. Students’ edi- 
tion $1.60. - 


Rank, Orro. Modern Education. Pp. 
iv, 243. New York: Alfred A. Knopf, 


1932, $2.50. 

Porreus, Stantey D. The Psychology of a 
Primitive People. Pp. xvi, 488. New 
York: Longmans, Green & Company, 
1931. $6.00. 

Turoparp, J. J. Personality and Person- 
alysis. , Pp. 222. New York: Prentice- 
Hall, 1931, $2.50. 

Peck, Martin W. The Meaning of Psycho- 
analysis, Pp. xvii, 273. New York: 
Alfred A. Knopf, 1981. $2.50. 

BROTHEMARKLE, Rosert A, (Ed.). Clin- 
ical Psychology. Pp. xxiii, 409. Phila- 
delphia: University of Pennsylvania 
Press, 1931. $3.50. 

Corrons, Evan. Keeping Mentally Alive. 
Pp. x, 306. New York: G. P. Putnam’s 
Sons, 1931. $3.00. 

ALEXANDER, F. Marras. The Use of 
the Self. Pp. xix, 148. New York: 
E. P. Dutton & Company, 1932. $2.00. 


Modern social work is discovering a 
psychopathic personality at the focal point 
of social problems with appalling frequency. 
Kahn’s treatise, which is the most exhaus- 
tive that is available, should be of use to 


‘those who are brought into close contact 
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with social problems, and of value in 
widening the background of those having a 
more academic contact with such situations. 
Although relevant to social problems, the 
author has kept these bearings largely in the 
background and placed far more emphasis 
upon definitions which are Teutonically 
teleological. This definitive approach, 
rather than a lack of clarity, makes the 
book difficult to read. This feature might 
have been helped if the translator had 
veered more from the complex sentence 
structure of the original; but Dr. Dunbar 
deserves a word of credit for her difficult 
task of translating the theoretical portions 
of the book. Psychoanalysis, mental hy- 
giene, and therapy are given so little notice 
as to be practically ignored. 

Journalist Wood’s book on dreams is 
much more sound than the blurbs on the 
jacket would suggest. This is perhaps the 
best book for giving the Freudian concep- 
tion of dreams by easy stages to the average 
mentality. Although there is nothing 
original in the book, its elementary and 
admirably clear presentation of the psy- 
choanalytic interpretation of dream life is a 
splendid example of elementary text book 
writing which could well be emulated. 
This clarity and step-by-step development 
of the subject may be unfortunate, however, 
in making the Freudian approach to dreams 
appear much more logical than it may be 
on the final analysis. 

A collection of Dr. Adler’s usually stimu- 
lating papers has been edited by Allan 
Porter under a title that is more philosophic 
than the contents of the book. While the 
book will be very helpful for semi-neurotics 
who are obsessed by doubt and indecision, 
the book covers such a wide territory that 
it might as well have been titled “ Develop- 
ing Our Children.” The recurrent, vague- 
ness is in great contrast to Wood’s book on 
dreams, but may be one of the merits of the 


Adlerian system of analytical psychology. , 


Separate chapters are devoted to crime, 
vocation, marriage, family influences, school 
influences, dreams, and feelings’ of in- 
feriority. Failure is due, he writes, to 
failure to find the right meanings of life 
which center in social interest, fellow feel- 
ing, and coöperation. 

In his study of ritual, Reik stays close to 
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the psychoanalytic approach of Freud. 
Ethnological interpretations of the puberty 
rites, couvade, and other rituals of other 
civilizations are shelved for the subcon- 
scious machinations of the Edipus complex. 
The book is necessarily tedious with detail, 
and although its interpretations and sub- 
conscious explanations may be spun thin in 
places, this is nevertheless a valuable book 
to supplement the more static approach to 
ritual maintained by the intrenched eth- 
nologists. A desirable companion volume 
for this—which is still in the womb of time 
—would give a similar analysis of the rituals 
of our own body politic. 

In The Jungle of the Mind, Swift deals 
with some interesting elements in our mod- 
ern civilization which offer analogues to the 
primitive rituals which are given a more 
thoroughgoing analysis by Reik. The 
anecdotal method is used by the author to 
portray the absurdities of the ever-with-us 
cults of spiritism and mental healing, and in 
addition, fragments of similar mental re- 
sponses in more mundane activities such as 
according to Swift—behaviorism and psy- 
choanalysis. It makes a very interesting 
book, but one wishes the way out offered by 
Professor Swift had been made more con- 
structive and definite than is done merely 
by admonitions for “straight thinking.” 
The phrase “mental complex,” which has a 
definite technical meaning, is used by the 
author in divers ways. 

Boorman’s Personality in the Teens is 
interesting and helpful, although it may be 
annoying to those who admire the newer 
scientific methods of obtaining socio- 
psychological information. A relatively 
small number of boys of high-school age 
corresponded with the author for an ex- 
tended period and told him their innermost 
thoughts and intimate experiences. These 
undoubtedly introvert expressions have 
been organized in sections dealing with 
family life, sex, educational influences, and 
such. Although probably not giving a true 
picture of the average personality in its 
teens, the book is still to be commended 
highly to those who are brought in contact 
with young people in one way or another. 
A strong undercurrent in the book favors 
the Hi-Y clubs, under whose sponsorship 
the study was made. 
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The American tragedian of waste, Stuart 
Chase, will receive more solace from the 
title of Dr. Phillips’s study than from its 
contents. Her study of the habits and the 
buying knowledge of customers, principally 
those of department stores, is difficult to 
summarize; but in general it shows a de- 
plorable dependence of consumers on the 
wiles and the information of the sales 
person. The study marks an advance in 
our knowledge of the psychology of the 
customer from the social point of view, but 
it leaves one wishing that a more thorough- 
going attack had been made on the problem. 

Professor McDougall has always had a 
penchant for discovering what is amiss. 
In World Chaos he turns his guns to his own 
field, psychology, along with economics. 
He finds economies still to be a dismal 


science, and not much more dismal than _ 


psychology, although he believes the 
outlook for psychology to be more favor- 
able, and in a sense basic for a constructive 
economic unfoldment. The theme that 
the social sciences need stimulating to 
relieve the chaotic world condition brought 
about by the material sciences is so thread- 
bare that another book emphasizing this 
would scarcely be justified except for Mc- 
Dougall’s trenchant penetration. This 
brief book is:tremendously thought-stimu- 
lating and merits an evening’s reading. 
It should assist constructive thinking. 
Stenographic notes of a series of lectures 
sponsored by the Psychological Corporation 
have been edited to: produce Psychology at 
Work. Lectures deal with child psychol- 
ogy, educational psychology, psychology 
in industries, political problems, personal- 
ity, and the professions of medicine, law, 
and theology. Each lecture covers a broad 
field and is necessarily sketchy and a sum- 
mary of viewpoints and trends rather than 
a contribution of new material, which 
seems to be a weakness in the present crop 


of psychological books, with less ordinary . 


excuse for this retrogression into the womb 
of philosophy than surrounds the origin of 
this book. The lecture by Floyd H. All- 
port on social and political psychology is 
worthy of the perusal of every reader of 
THB ANNALS. 

The venerable Professor Burnham’s 
work on The Wholesome Personality is 
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catholic and both fad- and bias-free. His 
aim has been not to present a systematic 
account of personality, but to emphasize 
points of value for a mental hygiene, both. 
personal and social, centering around per- ` 
sonality. He draws principally from ex- 
perimental work and from normal rather 
than psychopathic personalities. Thé book 
itself should wield a wholesome influence in 
a field which has been approached too often 
from the abnormal. It is a constructive 
book which should point a constructive 
way, through many of the broad social 
problems of a democracy. 

The most significant part of Secret Ways _ 
of the Mind is the preface by the translator, 
a „philosopher, from Harvard University. 
The book itself is an explanation and a 
comparison of the psychologies of Freud, 
Adler, and Jung. Eaton’s penetrating 
insight, into the significance of these psy- 
chologies in the broader political and histor- 
ical problems, however, makes the preface 
far exceed the rest of the book, admirable 
as it is, in importance. Popular inter- 
est in psychoanalysis he sees as “pointing 
to the general need of a new and wider 
moral attitude.” And “the whole Western 
world ‘needs to relax . . , and allow ”. 
the Eastern sense of oneness with creation— 
to emerge from the unconscious.” And 
further, in Jung’s collective unconscious, 
“that the whole of the past is alive in the 
present, that history does not die . x 
Eaton should amplify his condensed preface 
into a book. 

The reëducation of adults by psycho- 
analysts has led to their serious revaluation 
of educational objectives and methods as 
typified by Modern Education, Dr. Rank’s 
discussion, which becomes somewhat in- 
volved rather frequently, tries to find the 
way to achieve the aims of individualized 
education without at the same time diš- 
torting the individual personality. In 


oe 


e 


method he urges more application of the ` 


“principle of love,” and in content, “‘sex~- 
uality.” Although its involved vagueness 
may be irritating, reading of the book will 


help thinking toward the discovery of the © 


individual in education. 

The Psychology of a Primitive People is a 
valuable source of original observations 
and mental test data from among the aborig- 
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ines of Australia, where the stone-age mode 
of living has apparently not varied for cen- 
turies. The first and major portion of the 
book describes the customs and organiza- 
tion of the people; the ethnologist and the 
sociologist will find this most interesting. 
Physical and mental tests administered to 
relatively small numbers of the primitive 
people with the findings outlined in the 
second part of the book will interest the 
anthropologist and the psychologist. No 
psychoanalytic comments are made by 
Dr. Porteus in picturing the ceremonials or 
the social organization of these people. 
Following his enjoyable associations with 
the natives, Dr. Porteus betrays a note of 
disappointment, in summarizing the test 
results, that these people “are not unintelli- 
gent, but are certainly inadaptable to a 
civilized environment.” 

Personalysis as presented by Theobald is 
just a name for a self-help book that may 
be mistaken for psychology. Encourage- 
ment and vague preachments are used to 
fill the pages of words that force themselves 
‘between references to that old majestro of 
psychology, William James. The citations 
from James are probably accurate, but 
when removed from their original context 
and used in Personalysis they take on an 
unfortunate air of silly vacuosity. 

The Meaning of Psychoanalysis grew out 
of a course of lectures in the Harvard Medi- 
cal School, and naturally lacks the spectacu- 
lar tone found in so many of the attempts 
to “explain” psychoanalysis. But fortu- 
nately it has not been directed to the vo- 
cabulary of the medical student, and should. 
have a large reading public. It isa straight- 
forward book, not stopping to argue con- 
troversial points. Freudian psychoanalysis 
is the system presented. An interesting 
historical method is followed, and psycho- 
analytic concepts and discoveries are 

- presented largely in the order of their emer- 
gence. We are also given brief but valu- 
able introductions to the personalities in 
the field. The reviewer may underesti- 
mate the background of the average reader 
when he wishes that the Glossary contained 
many more terms. 

Importance attaches to Clinical Psy- 
chology through the historical record it 
gives of the development and growth of 
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clinical psychology. Most of its pages are 
given to studies by former students of 
Lightner Witmer in commemoration of the 
thirty-fifth anniversary of his founding of 
the University of Pennsylvania Psychologi- 
cal Clinic; but a splendid general historical 
section precedes the studies. The edito- 
rial organization of the material is more 
outstanding than the studies themselves, 
but a fair picture of the contemporary 
field of clinical psychology is given by the 
book, even though it may lack vigor, which 
is perhaps inevitable under multiple au- 
thorship. 

Keeping Mentally Alive details everyday 
experiences which show how inferiority- 
obsessed individuals gained in confidence 
and, we presume, poise and social effective- 
ness, by conversational stimulation. The 
author, Mrs. W. English Monahan, urges 
a cult for conversational opportunity which 
she calls the Congenials. The book is 
founded upon obvious observations rather 
than upon any psychological profundities. 

The Use of the Self gives a brief, and at 
times vague, introduction to the techniques 
developed by Matthias for creating new 
attitudes and habits through the medium 
of a new sensory consciousness in the 
individual, In the Introduction Jobn 
Dewey enthusiastically writes that Mat- 
thias’ postulation of a central control ‘‘con- 
verts the fact of conditioned reflexes from a 
principle of external enslavement into a 
means of vital freedom.” 

Donap A, LAIRD 

Colgate University 


Murruy, GARDNER and Lors BARCLAY. 
Experimental Social Psychology. Pp. ix, 
709. New York: Harper & Brothers, 
1931. $3.50, 


The authors have chosen to write a text- 
book in social psychology wholly from the 
standpoint of a presentation of an inter- 
pretation of the experimental work done 
in this field; but apparently they have 
found it so difficult to make a well-inte- 
grated and connected presentation from 
this standpoint that they have ‘‘filled in” 
various points from nonexperimental 
sources in order to give their treatment a 
reasonable degree of completeness. They 
avoid the citation of any work not ex- 
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perimental in character, but this does not 
prevent their using results from other 
methods, however unconsciously they do it. 
Good examples of this may be found in 
their treatment of instincts (pp. 6-9) and 
race traits (pp. 113, 116). They recognize 
the inadequacy of experimental data as an 
exclusive basis for social psychology, and 
call attention to the necessity of using the 
results of observation in the construction of 
a systematic treatise (pp. 9-11). They, 
however, have not sought to produce such a 
treatise, desirable as it may be. 

After four chapters on basic principles of 
behavior, there are three chapters on the 
development of social behavior in the child, 
These are the best integrated chapters in 
the book, probably because there is more 
experimental material in this field. There 
are four more chapters on response in group 
situations and the measurement of attitudes 
and of personality. All of this work has 
been done most carefully and accurately 
from the viewpoint of the authors. 

At times the work seems poorly inte- 
grated because of the gaps in the experi- 
mental material, and it seems that students 
may have to turn to more systematic 
treatises to see the subject as a whole and 
properly to integrate the results set forth 
in this text. Of course the teacher may do 
this for the students if he is accustomed to 
consult the more general treatises. The 
authors seem to have recognized this need, 
and have listed eight of the more systematic 
works for reference (p. 694). On the other 
hand, they have omitted much “experi- 
mental” work of importance, possibly 
because of limitations of space. The au- 
thors have not cited experimental work of 
their own. The present compilation is 
especially valuable as a source book for 
experimental method in social psychology. 

L. L. BERNARD 

Washington University 


Youne, Kimpauu (Ed.). Social Attitudes. 
Pp. xii, 882. New York: Henry Holt and 
Company, 1931. $3.00, 

This book is a collection of papers in 
honor of W. I. Thomas, by fifteen well- 
known sociologists at one tinie associated 
with him either as graduate students or re- 
search collaborators. 
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Kimball! Young explains in the Introduc- 
tion that “the material here is of the case- 
study or historical-genetic series.” In his 
article, Park refers to this as “the point of 
view of observation rather than experi- 
ment.” 

Faris suggests a revision of Thomas’s 
explanation of the genesis of attitudes, 
Park discusses the relation between atti- 
tudes and mores. Bernard believes that 
individual and collective conflicts can be 
solved “by securing a redirection of be- 
havior toward a more feasible environmen- 
tal objective.” E. F. Young presents the 
concepts of “paired attitudes” and “‘bal- 
ance and imbalance of personality.” Kim- 
ball Young shows how “the content and 
meaning of language give a clue to behavior 
of men in groups which no acquaintance 
with the mere mechanics of stimulus, in- - 
tegration, and response would ever afford.” 
McKenzie uses the ecological approach to 
explain mobility and socio-economic change 
in British Malaya, Hawaii, and Alaska. 
J. F. Steiner’s paper deals with village 
mores in transition. Burgess describes the 
effect of the interrelations and the conflicts 
between family traditions and community 
standards upon personality development. 
Queen gives the types of conflict situations 
between clients and case workers. 
Thrasher gets at the groups, the customs, 
the institutions, and so forth, of an in- 
terstitial community through the social 
attitudes (“own story”, technique) of 
superior boys (group leaders). Znaniecki 
traces the stages in group crises produced 
by voluntary undertakings such as the 
National Exhibition in Poznan (Poland). 
Bogardus portrays attitude changes in 
Mexican immigrants. Miller makes a 
comparison of the social attitudes of Euro- 
pean immigrants (especially Jews) and the 
American Negro. Reuter is skeptical con- 
cerning the possibility of a unique culture 
contribution from the American Negro. 
Sutherland critically appraises the in- 
telligence testing of delinquents in America. 

There is not a dull chapter in this non- 
statistical book. To the reviewer, Kimball 
Young’s paper was the most stimulating. 
Thrasher’s “superior boy” technique de- 
serves special mention. The publication of 
these papers utilizing observation, case 
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studies, imagination, and logic, is a valuable 
contribution to the rapidly growing litera- 
ture on social attitudes. 
Grorce E. SIMPSON 
Temple University 


Sanperson, Dwiaur. The Rural Com- 
munity. Pp. x, 473. Boston: Ginn & 
Company, 1931. $4.40. 


The author, Professor of Sociology at 
Cornell University, systematizes in this 
monumental volume his theories concerning 
the rural community. At the same time, 
he has made a significant contribution to 
the theory of social organization and to the 
specification of the concept of “human 
ecology” as developed by various former 
students of the school of sociology at the 
University of Chicago. “The object has 
been to secure a knowledge of the forces and 
principles which influence the formation, 
persistence, and decline of various types of 
locality groups.” The historical and com- 
parative methods are used, giving due 
weight to culture and environment of the 
peoples considered. “Rural community” 
is specially defined as the “modern” area 
with a trade center and isolated farmsteads. 
Locality groups are natural and everywhere 
present (ch. I) but they do not follow uni- 
versal stages or straight line trends (ch. IT). 
One chapter is given to the primitive agri- 
cultural village, seven to the “village com- 
munity” (where houses are in villages 
separate from farmsteads), one to the mod- 
ern agricultural village, and five to the rural 
community. 

In a short review, a great work such as 
this can be given neither the full apprecia- 
tion that it deserves nor a detailed criticism 
of those points on which the author and the 
reviewer disagree. Nevertheless, it must 
be said that this is now the outstanding 
text on rural geographic organization and 
has set a standard sadly needed by a great 
number of persons writing about urban and 
general forms of community organization. 

CARLE C. ZIMMERMAN 

Harvard University 
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